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THE ZLOTY, 1924-35 
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ik history of the Polish monetary unit, the zloty, from 


1924 to 1935 presents much that is both typical and unique 

in European monetary experiences since the World War. 
Like most of the currencies of Central Europe, it was established 
after a period of hyper-inflation. The first attempt to tie the zloty 
to gold did not succeed and was followed by devaluation and a 
second stabilization on a gold basis. Asa result of an international 
stabilization loan and other capital inflow, the Bank of Po- 
land was able to build up gold reserves. With a curtailment of 
foreign borrowing the importation of gold was quickly checked. 
The depression placed a severe drain upon the reserves of the 
Bank, but Poland was more fortunate than most other debtor 
nations in the small size of her foreign obligations and the early 
development of a favorable balance of trade. Poland has main- 
tained the zloty at its gold parity without foreign-exchange re- 
strictions, by following a policy of rigid control of imports, the 
stimulation of exports, credit deflation, and governmental pres- 
sure to lower costs and prices. 

While Polish monetary experience in these years was affected 
by internal factors, such as the capacity to collect taxes, the state 
of her harvests, and the demand for bank notes, one is constantly 
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impressed by the frequent repercussions of international factors 
on Polish financial affairs. For illustration may be cited German 
foreign-trade policy, the British coal strike, the stock-market 
boom in New York. The student of Polish events during this 
period is likely to be led to the rather conflicting conclusions that, 
on the one hand, a country like Poland must free herself from 
so great a susceptibility to foreign disturbances, but, on the other 
hand, that Poland is economically bound by unbreakable ties with 
other nations, and, still further, that Poland needs for the develop- 
ment of her resources the actual extension of her international re- 
lationships in the form of further borrowing and an increase of her 
international trade. In any case present Polish policy is distinctly 
that of separateness. In a world of nations pursuing highly na- 
tionalistic policies a country like Poland, and particularly a 
debtor country, has probably no choice; yet to such a country the 
costs of economic nationalism are greatest. 

At the beginning of independence several currencies circulated 
in Poland—Russian prerevolutionary roubles, Soviet roubles, 
Austro-Hungarian crowns, German marks, and so-called Polish 
marks issued by the German military forces. The government 
made the latter the basis of the Polish monetary system. That 
this Polish unit should have been destroyed by a period of hyper- 
inflation is in no way surprising in the light of the economic diffi- 
culties with which the new state began its life." As Edward Hilton 
Young said, “Poland was reborn with her economic being shat- 
tered and disorganized by war.’’? Poland was further handicapped 
in building up an independent national existence by the fact that 
she had previously been a part of three empires and accordingly 
lacked unified institutions. Her railways had been a part of three 
systems. They required reconstruction and co-ordination. Her 
trade had been linked to the three states of which she had been 
parts. Difficulties were placed in the way of trade moving in the 
old channels. Previously ruled from without, Poland lacked 


* For a discussion of the early economic difficulties of Poland see particularly 
Edward Hilton Young, Report on Financial Conditions in Poland (London, 1924), 
and “The Final Report of the Financial Adviser,” Combined Reprint of the Quar- 
terly Reports of the Financial Adviser to the Polish Government (Warsaw, 1930). 


2 Young, op. cit., p. 4. 
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trained government officials. Nowhere was this more clearly seen 
than in the collection of taxes, an operation made doubly diffi- 
cult by the attitude of Polish citizens. “For four generations 
they rightly looked upon the tax collector as the agent of an alien 
and a hated domination, whom it was a patriotic duty to thwart; 
and a habit learned during four generations is not unlearned in a 
day.”’? That serious budgetary difficulties should have arisen 
seems inevitable. Deficits were met by issues of marks by the 
Polish National Loan Bank (Polska Krajowa Kasa Pozyczkowa), 
a government department under the control of the minister of 
finance. In 1923 the Polish mark was virtually worthless, being 
quoted at the end of the year at 6.4 million to the dollar. 


I. ESTABLISHMENT OF THE ZLOTY, 1924 


It was out of the problems of a rapidly depreciating currency 
that the zloty came into existence as the new monetary unit of 
Poland. The leadership in Polish financial reconstruction was 
taken by Wladyslaw Grabski, who became premier and minister 
of finance late in 1923.4 The success of the reforms of Premier 
Grabski was contingent upon three circumstances. First, the 
budget must be balanced. Second, the new central bank which 
was to be set up must have sufficiently strong reserves of gold 
and foreign holdings to meet all ordinary demands. Third, the 
general economic situation must remain such that no consider- 
able or persistently unfavorable balance of trade would develop. 
Could the 1923 situation in this respect be maintained all would 
be well. 


3 Ibid., p. 5. 

4 He obtained from the Diet full powers to carry out financial reform without 
further legislative authority, putting his measures into operation by means of presi- 
dential decrees. See law of January 11, 1924, relative to the reorganization of the 
treasury and the reform of the monetary system. In its official form this is to be 
found in ““Ustawodawstwo Polskie z lat 1917-28,” Dziennik Ustaw Rzeczypos politej 
Polskiej (1924), No. 4, item 28. The text of this law is accessible in English in Ed- 
ward Rose, Progress of Financial Reconstruction in Poland (Warsaw, 1924), Annex 1. 
It is difficult to find in English the texts of the various decrees which were issued 
under this law, a number of which are dealt with below. Excellent summaries of the 
law and the decrees are to be found in République de Pologne, Exposé sommaire des 
travaux législatifs de la Diéte et du Sénat polonais (Paris, 1927) I1, Fasc. Il, 55-74. 
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The first efforts of the Grabski ministry were directed toward 
the budgetary situation. To escape from the effects of a depreciat- 
ing currency it was required that while taxes should be paid with 
Polish marks, they should be in terms of gold francs at the rate of 
exchange prevailing for the day. Provision was made for the col- 
lection of an extraordinary property tax from 1924 to 1926. Exist- 
ing taxes were raised and the methods of their collection im- 
proved. Administrative economies were also introduced into the 
Polish government. To strengthen further the financial position 
of the government, Grabski made use of what borrowing the ques- 
tionable credit standing of the government permitted. A railway 
issue was floated which by July yielded over 7 million gold francs; 
a domestic issue, subscribed in dollars or other high-grade cur- 
rencies, yielded over 1o million francs by the same month; 
treasury bonds brought 1.5 millions more; and an Italian loan for 
400 million lira was arranged in March. The effect of the Italian 
loan was important both in giving Grabski time to strengthen the 
domestic financial situation and in increasing confidence in 
Poland both abroad and at home. Meanwhile the government 
had been able to announce on February 1, 1924, and to adhere to 
the announcement, that no more bank notes would be issued to 
meet budgetary deficits. This looked toward the stabilization of 
the mark as a prior step to the establishment of a new currency. 
To the same end treasury funds were used to support the mark 
in the foreign-exchange market. In general success was attained, 
the mark rate of stabilization being about 39 millions to the pound 
sterling and 9} millions to the dollar. 

The new monetary system was established by a series of presi- 
dential decrees.’ The unit was called the zloty and was defined as 
the equivalent of the gold franc. The coining of money was made 
the exclusive right of the state. The state also retained the right 
to issue, with limitations, paper money of small denomination. 


5 Of particular importance are the decrees of January 20, 1924, and April 14, 1924. 
See Travaux législatifs de la Diéte et du Sénat polonais (1924), I, Fasc. I1, 61-62 and 
83-86. The decrees in their official form are to be found in Dziennik Ustaw (1924), 
No. 7, item 65, and No. 34, item 351. The word zloty in Polish means “of gold”; the 
word for gold being s/oto. 
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The chief form in which the zloty was to circulate was as bank 
notes to be issued as legal tender by a new central bank, the Bank 
of Poland (Bank Polski). The capital of the Bank was divided 
into one million shares of one hundred zlotys, to be paid in gold 
or stable foreign currencies. This was raised early in 1924 by pub- 
lic subscription within Poland, the government limiting its par- 
ticipation to 1 per cent. The administrative framework of the 
Bank included a board elected by the stockholders. This board 
elected the general manager and other members of the managing 
board, although these appointments required the approval of the 
minister of finance. There were to be a president and vice- 
president, both appointed by the president of the Republic. 

The functions of the Bank included acting as fiscal agent of the 
government, carrying on a commercial banking business of dis- 
count and deposit, rediscounting for other banks, and the issuing 
of bank notes, with respect to which it was granted a monopoly. 
The Polish treasury might borrow without interest from the Bank 
up to 50 million zlotys, a privilege in payment for the power of 
note issue granted to the Bank. Notes of the Bank of Poland were 
to have a reserve of 30 per cent in gold, stable foreign currencies, 
and bills of exchange. The balance of the security to total 100 
per cent might be in eligible commercial bills, silver at its gold 
value, treasury notes, and, to a limited extent, Polish subsidiary 
coin. It was planned that Bank of Poland notes should be re- 
deemable in gold, but the date when redemption should com- 
mence was not then set. In general the Bank of Poland was 
modeled on the National Bank of Austria. As a private banking 
institution, subject to some governmental appointment of of- 
ficials, it is suggestive of the Bank of France. In its provisions for 
minimum percentage reserves against notes, with commercial 
paper as their security, it has a resemblance to the United States 
Federal Reserve System. 


6 Good brief accounts of the Bank of Poland are to be found as follows: “New 
Banks of Issue in Poland and Hungary,” Federal Reserve Bulletin, June, 1924, pp. 
486-87; Rose, op. cit., pp. 20-23. A very full and excellent summary of the statutes 
is contained in Travaux législatifs dela Diéte et du Sénat polonais (1924), I1, Fasc. II, 
pp. 62-73. The statutes of the Bank were published in Dziennik Ustaw, No. 8, item 


75, January 25, 1924. 
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The Polish government placed on the Bank of Poland, which 
began business on April 28, 1924, two duties with respect to 
adjusting the old monetary system to the new. Polish marks were 
to be withdrawn from circulation by the Bank and redeemed in 
zlotys at the rate of 1.8 million marks to one zloty. Up to July 1, 
1924, the two currencies circulated concurrently on an equal legal 
basis, but thereafter the zloty was sole legal tender. Secondly, 
the new bank was to liquidate the Polish National Loan Bank. 

This program of financial reconstruction was daring, rapidly 
executed, and in its provisions generally sound. It traded upon 
too narrow a margin of success, but the ends and the times may 
have justified the risk. Conservative opinion at the time was 
somewhat aghast. In the London Economist’ Poland’s endeavors 
were referred to as “‘a break with counsels of caution in financial 
and monetary policy, and shows us a picture of a young and in- 
experienced State, without even a tradition of settled monetary 
conditions and without external help, attempting the difficult 
problems of financial reconstruction and currency reform concur- 
rently.” Writing while Grabski’s measures were being formu- 
lated, Young seriously questioned the desirability of so early an 
attempt to introduce a new currency.’ He believed this should 
not be undertaken until it was certain that a balance between 
revenue and expenditure was well established. 

The early history of the Bank of Poland was characterized by 
a considerable accumulation of reserves in gold and foreign hold- 
ings, by a moderate issue of notes to meet the needs for the new 
zloty currency, and by general conservatism. Its reserves were 
built up as follows. Capital of 100 million zlotys was paid in gold 
or foreign currencies. The assets of the Polish National Loan 
Bank were liquidated and reserves of gold and devisen, amount- 
ing on April 27, 1924, to 107.5 million zlotys, became a part of 
the reserves of the new bank in consideration of the arrangements 
made for it to redeem mark notes with zloty bank notes. Further- 
more, treasury reserves of gold were deposited in large part with 
the Bank, as were the proceeds of the internal dollar loan and the 
Italian lira loan. Chart I shows the growth of the Bank of Po- 


7 August 2, 1924, p. 184. * Young, op. cit., pp. 21-22, 28-31. 
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land’s reserves in gold, in foreign holdings, and the sum of these 
two, which constituted the total reserves of the Bank. For the 
time being Grabski’s program gave indications of success. Mark 
notes were redeemed rapidly. Treasury finances for the time im- 
proved. That it was permanently impossible to hold the zloty 
at par was owing to an unfortunate turn in the economic situa- 


tion. 
CHART I 
RESERVES OF THE BANK OF POLAND AS OF THE END OF THE MONTH 
INDICATED, MAY, 1924—JUNE, 1926 
(Source of data: Glowny Urzad Statystyczny, Rzeczypospolitej Polskiej, 
Rocznik Statystyki) 
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II. DEPRECIATION OF THE ZLOTY, 1925~26 


Despite its benefits the stabilization of Polish finances was in 
itself a contributing factor in bringing about difficulties. The ac- 
companying program of increased taxation not only aggravated 
a prevailing lack of working capital but also added to production 
costs, already made high by interest rates which were the highest 
of any important country in Europe. High costs weakened Po- 
land’s competitive position in the export trade. Stabilization de- 
pression was felt almost at once. The wholesale price level de- 
clined from 106.0 in February to 91.3 in June.® The situation was 


* For indices of Polish prices see Glowny Urzad Statystyczny Rzeczypospolitej 
Polskiej, Rocsnik Statystyki. 
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greatly accentuated by the poor crops of 1924. The yield per 
hectare decreased for wheat as compared with 1923 from 13.3 
quintals to 10.8; in the case of rye from 12.8 to 10.3; barley from 
13.8 to 11.8; and oats from 14.0 to 12.0. Whereas in 1923-24 
there had been a large export surplus of cereals, in 1924-25 it was 
necessary to import them in considerable quantities. Low prices 
for sugar and coal in Polish export markets also reduced the 
proceeds from these important commodities. Following closely 
upon a bad agricultural situation was the beginning of a tariff war 
with Germany in the middle part of 1925. Exports of Polish coal 
to Germany declined from a monthly average of 451,000 tons in 
the first half of 1925 to none in the second half. While increases 
in other markets partially compensated, there was a decline in 
the monthly average of coal exports from 776,000 to 595,000 tons 
as between the two halves of the year. 

The sum of all these circumstances produced an unfavorable 
balance of trade from early in 1924 through the first eight months 
of 1925.'° This ultimately placed a severe drain on the foreign 
holdings of the Bank of Poland, reducing them from 269 million 
zlotys at the beginning of 1925 to 120 million at the end of June 
and to 70 million by the end of the year, as the preceding chart 
shows. This reduction came in spite of the Bank’s acquisition of 
123 million zlotys of foreign exchange in March and June of 1925, 
derived from the proceeds of the American loan floated by Dillon, 
Read and Co." The proceeds of the loan were apparently much 
less than had been expected in Poland, 123 instead of 250 million 
zlotys. Feliks Mlynarski, then vice-president of the Bank of 
Poland, believed that had the loan been successful the Bank could 
have kept the zloty at par until the good harvests already in sight 
turned the balance of trade in Poland’s favor.’? The failure of the 
loan he attributed to political events in Germany, which fright- 

1° Tbid., 1927, p. 231. 

« For the facts of this loan see “Annual Report of the Bank of Poland for 1925,” 
Federal Reserve Bulletin, May, 1926, p. 348; Commercial and Financial Chronicle, 
December 12, 1925, p. 2819. 

" For his whole discussion of this matter see Feliks J. Mlynarksi, The Inter- 
national Significance of the Depreciation of the Zloty in 1925 (Warsaw, 1926), pp. 31, 
48, 55-56, 60-61, 73. 
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ened American investors so far as the Central European situation 
was concerned, and to anti-Polish propaganda carried on by 
Germans in foreign money markets. 

Besides the unfavorable balance of trade the withdrawal of 
foreign deposits from Polish banks added to the demand for 
foreign currencies. This movement was in part prompted by do- 
mestic withdrawals. Meanwhile the position of the treasury, which 
for a period following stabilization had been reasonably favorable, 
again became seriously unbalanced. Revenues were less than had 
been expected, owing to depressed economic conditions. The 
property tax yielded for the year but 60 million zlotys of an 
expected 300 millions. Deficits were met in part by the issue of 
treasury notes, which were irredeemable and unsecured. Their 
quantity, together with token coins, increased from 123,106,000 
zlotys at the beginning of 1925, to 243,955,000 by the end of 
June, and 433,552,000 by the end of the year."? It was inevitable 
in a country which had so recently experienced paper-money in- 
flation that a crisis of confidence would eventually be engendered 
by issues of inconvertible paper money. 

The zloty exchange rate was held close to parity into July of 
1925. But at the end of that month the drain on the foreign- 
exchange holdings of the Bank of Poland resulted in the first 
break. On the twenty-seventh the zloty fell below its parity with 
respect to the dollar. The depreciation of zloty exchange is shown 
in Chart II. The data are based upon monthly averages and are 
expressed in cents per zloty. The decline below gold parity marked 
the discontinuance by the Bank of the free exchange of foreign 
currencies for notes, bringing to an end the functioning of a gold- 
exchange standard. However, the Bank continued to support the 
zloty. To this end a credit was arranged in August with the 
Federal Reserve Bank of New York whereby the latter in associa- 
tion with the other Federal Reserve banks agreed to extend credit 

‘3 These issues constituted an expansion of the note-issue privilege, which had 
been left with the government at the time of the 1924 reforms because of the proba- 
bility of an inadequate amount of subsidiary coin. For monthly data see Mlynarski, 
loc. cit., p. 7. Twice during 1925 the upper limit for the issue of these notes was 


raised. In the face of the expansion of treasury notes the Bank of Poland unsuccess- 
fully attempted to offset this increase in currency by contracting its own issue. 
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up to ro million dollars."* To secure the loan the Bank of Poland 
deposited 51 million zlotys in gold with the Bank of England. The 
credit thus did away with the necessity of shipping gold to New 
York and, of course, enabled the Bank of Poland still to carry 
the gold used as security as a part of its legal reserves. The use of 


CHART II 


ZLOTY EXCHANGE RATE—MONTHLY AVERAGE IN CENTS 
(UNITED STATES) PER ZLOTY, JUNE, 1924— 
DECEMBER, 1926 
(Source of data: Federal Reserve Bulletin) 
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the American credit enabled the Bank to hold the zloty at about 
15 per cent below parity during October and the first part of 


"4 The Polish credit was granted for one year. Interest was at the rate of 44 per 
cent per annum on the amount used. It was repaid about the middle of 1926 and 
the gold deposited with the Bank of England as security was again at the free dis- 
position of the Bank of Poland. For references with respect to this loan, official 
and unofficial, see United States Federal Reserve Board, Annual Report, 1925, p. 11; 
ibid., 1926, p. 14; ibid., 1927, p. 55; “Annual Report of the Bank of Poland for 
1925,” Federal Reserve Bulletin, May, 1926, p. 349; ibid., 1926, May, 1927, P. 344; 
Commercial and Financial Chronicle, August 29, 1925, p. 1028; ibid., September 25, 
1925, p. 1170; ibid., December 12, 1925, p. 2819; Economist, September 26, 1925, 
Pp. 501. 
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November of 1925. However, in the latter part of that month 
and in December the complete use of the credit failed to prevent 
the zloty from sinking farther. After a rally in the early months 
of 1926 the zloty again declined and reached its low in June. 
There was then a moderate movement upward and with the 
autumn it was held constant at about 58 per cent of its parity. 
At this level de facto stabilization was accomplished. 


III. STABILIZATION OF THE ZLOTY, 1926-27 


The economic situation was favorable for the de facto stabiliza- 
tion of the zloty in the autumn of 1926, with respect to both ex- 
ternal and internal factors. For the twelve months from Sep- 
tember, 1925, through August, 1926, there was a favorable trade 
balance of 512 million gold zlotys. Imports were markedly lower 
and exports moderately higher. This favorable balance of trade 
was finally having an effect both on economic conditions and on 
people’s confidence in the zloty. Factors making for the im- 
proved foreign trade situation included the good crops of 1925, 
which reversed the movement of foodstuffs and permitted a sub- 
stantial net export in 1926. The British coal strike gave rise to 


heavy exports of coal from Poland beginning in June, 1926." In 
that month there was exported to England, hitherto not a market 
for Polish coal, 281,000 tons; in July 637,000; in August 795,000; 
in September 816,000. Exports of coal to Sweden, Denmark, 
Italy, France, and Russia, all virtually new markets, increased 
greatly during the same months, more than making up for the loss 
of the German market. Each month through August made a new 


'S It is interesting to note that the depreciation of the zloty in the foreign ex- 
changes had continued for ten months after Poland’s balance of trade became favor- 
able in September of 1925. For the six months from December, 1925, through May, 
1926, there was a favorable trade balance of 146 million zlotys; yet the Bank of 
Poland could make a net gain in its foreign holdings of but 8.8 million zlotys. Aside 
from about 40 million zlotys of exchange being used for foreign payments on capital 
account, the balance of nearly 100 million zlotys must have been absorbed by for- 
eign-exchange hoarding. See “Difficulties in the Stabilization of the Zloty,”’ Polish 
Economist, July, 1926, p. 3. 

‘© Exports of coal from Poland and their destination are reported monthly in the 
Polish Economist. The value of hard-coal exports was 257.3 million gold zlotys in 
1924, 144.4 million in 1925, and 252.1 million in 1926. Tonnage figures for the same 
years were 11,173,845; 8,031,201; and 14,281,071. 
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record for total exports of coal. Exports in general were also 
stimulated by the circumstance that as the external value of the 
zloty declined in 1925 and 1926 there was not a comparable de- 
cline in its internal purchasing power. This discrepancy persisted 
for a time after de facto stabilization. In other words, wholesale 
prices in terms of gold were low in Poland during the second half 
of 1925, all of 1926, and the first part of 1927. This exchange 
situation also tended to lessen imports, as foreign purchases be- 
came relatively more expensive than domestic purchases. Foreign- 
exchange restrictions were made more effective in limiting its 
acquisition to approved purposes. Furthermore, a higher tariff 
policy helped to decrease imports. 

Not only did a favorable foreign-trade situation prepare the 
way for the stabilization of the zloty, but the internal business 
situation contributed. The index of industrial production in- 
creased from 74.0 in January of 1926 to 109.3 in December." 
The average number of daily car loads carried by the Polish State 
Railways increased from 10,642 in January to 15,678 in August. 
There was a decline in unemployment. Collections improved. 
Polish security prices moved strongly upward. Beginning with 
the middle of 1926 better business conditions in the country in- 
creased public revenues, which, combined with economies in ex- 
penditure, gave the government a surplus. After June there was 
no further issue of notes by the treasury, a fact which, together 
with the changed political situation, removed popular fears of in- 
flation. After the resignation of Prime Minister Grabski on No- 
vember 13, 1925, following the failure of his monetary reforms, 
Polish political life had been disturbed by a succession of unstable 
ministries. In May of 1926 Marshal Pilsudski carried through a 
coup d’état as a result of which Poland experienced a measure of 
political stability which had before been lacking. Increased 
powers were soon given to the executive branch of the govern- 
ment, which had been too weak for effective leadership. Also in 
May Professor Kemmerer and his staff arrived in Warsaw to 
furnish advice with respect to the monetary system. No more 


17 Institute for Economic Research (Warsaw), Polish Business Conditions 
(monthly). 
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significant manifestation of the return of popular confidence was 
shown between May and July than the offer for sale within 
Poland of foreign currencies and drafts which had been hoarded 
by her people. 

The Bank of Poland strengthened its position in the second half 
of 1926 and in 1927 prior to stabilization. Its gold reserves were 
increased from 138 million zlotys at the beginning of 1927 to 182 
millions at the end of September. Capital inflow was the chief 
basis for this increase in the reserves of the bank. Prior to 1927 
Polish foreign borrowing had been relatively small. This was due 
to no lack of need, as both the destruction of capital goods during 
the war and the rich undeveloped resources of Poland gave rise 
to a vigorous demand for capital which the nation itself was en- 
tirely unable to meet. But Poland’s lack of credit standing in 
international markets remained as a serious impediment down to 
1927. The Institute for Economic Research at Warsaw estimated 
that the total increase in foreign debt, both private and public, 
from 1923 through 1926 was but 577.0 million zlotys."* Yet in 
1927 it estimated capital inflow as amounting to 896.4 million 
zlotys. 


The failure of the first attempt to stabilize the Polish monetary 
unit made it imperative that a second attempt at legal stabiliza- 
tion should not fail. Therefore, this step was delayed for over a 
year after de facto stabilization had been accomplished and only 
after most careful plans for support had been worked out.’ The 


*8 Combined Reprint of the Quarterly Reports of the Financial Adviser, pp. 96, 142. 


” A clear idea of the plans, together with their details, may be obtained from a 
collection of significant documents edited by John Foster Dulles, entitled Poland: 
Plan of Financial Stabilization, 1927 (New York, 1928). Polish legal documents 
concerned are: Decree of the President of the Republic of October 13, 1927, relative 
to the plan of stabilization and to the conclusion of a foreign loan, Dziennik Ustaw 
(1927), No. 88, item 789; Travaux législatifs (1927), III, Fasc. II, 195-96; Decree 
of October 13, 1927, on the stabilization of the zloty, Dziennik Ustaw (1927), No. 
88, item 790; Travaux législatifs (1927), III, Fasc. II, 196; Decree of November s, 
1927, concerning the modification of the monetary system, Dziennik Ustaw (1927), 
No. 97, item 855; Travaux législatifs (1927), III, Fasc. Il, 196-98; Decree of Novem- 
ber 5, 1927, sanctioning the changes with respect to the statutes of the Bank of 
Poland, Dziennik Ustaw (1927), item 856; Travaux législatifs (1927), III, Fasc. I1, 
198-200. 
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Kemmerer Commission made its study in the summer of 1926 
and indicated that legal stabilization was desirable and made sug- 
gestions for its accomplishment.” At the end of the year the 
Polish government sent a commission to New York to formulate, 
with the aid of a group of American bankers and officials of the 
Federal Reserve Bank of New York, general plans. These plans 
were taken back to Poland for study and approval, after which 
representatives of the government and of the Bank of Poland met 
with representatives of the American bankers at Paris and later 
at Warsaw for more detailed work. The final plans received the 
approval of the Polish government and the various central and 
investment banks concerned. 

Under these plans Poland established in October, 1927, the 
gold-exchange standard, with the expectation of eventually 
setting up a complete gold standard. The zloty was defined as an 
amount of gold equal in value to the zloty’s then prevailing 
worth in terms of the exchanges on gold-standard countries. That 
is to say, 5,924.44 zlotys were to be equal in value to one kilogram 
of pure gold. This meant mint parities at the time as follows: 
8.914 zlotys to the United States dollar, or 11.22 cents per zloty; 
43-381 to the pound sterling; and 1.72 to the gold franc. In terms 
of the original zloty the new unit possessed 58.14 per cent of its 
former gold value. The Bank of Poland was required to redeem 
all of its notes in gold or in exchange on gold-standard countries 
at mint par. In conformity with the requirements of a gold- 
exchange standard restrictions on the purchase and sale of foreign 
currencies and exchange were abolished. Provision was made for 
the retirement of other notes outstanding and in the future notes 
were to be issued only by the Bank of Poland. With a view to 
lessening further the possibility of inflation rigid limitations were 
placed upon treasury borrowing from the Bank. The minimum 
legal reserve requirements were increased to 40 per cent, which 
was made to apply to both notes and demand deposits. Three- 
fourths of these reserves must be gold coin or bullion, and the re- 
maining fourth holdings in gold-standard countries. Of the gold 


» Poland, Ministry of Finance, Reports Submitted by the Commission of the 
American Financial Experts Headed by Dr. E. W. Kemmerer (Warsaw, 1926). 
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cover two-thirds must be within the Bank, whereas the remain- 
ing third might be earmarked abroad. 

To assure the stability of the monetary system, making it 
possible to meet any drain on the country’s gold and foreign- 
exchange reserves which might arise within a reasonable length 
of time, and to aid in the economic development of Poland, 
foreign financial co-operation was provided for.” Financial as- 
sistance from abroad consisted of two parts. In the first place 
the Federal Reserve Bank of New York, the Bank of France, 
and twelve other central banks agreed for a period one year from 
October 13 to stand ready to grant credits to the Bank of Poland 
to the amount of 20 million dollars in the form of discounts of or 
advances against bills expressed in gold. Technical management 
was vested in the Bank of Holland. The American portion of the 
credit agreement amounted to 5} million dollars and was ex- 
tended by the Federal Reserve Bank of New York in association 
with all the other Federal Reserve banks. Like the credit made 
available to the Bank of England in 1925 this was for emergency 
purposes and for its psychological effects. It was not expected 
that use would have to be made of these credits.” 

More important was a stabilization loan underwritten and sold 
by a large group of investment bankers, including houses in the 
United States, which had assumed leadership in the matter, and 
in Great Britain, France, Holland, Switzerland, Sweden, and 
Poland.? The bonds were for the nominal amount of 62 million 
dollars and 2 million pounds and yielded to the Polish government 
$53,209,333 and £1,729,333. They were to run for twenty years 
and were made a first lien upon all customs revenue. On Novem- 

* The chief documents are reproduced in Poland, Plan of Financial Stabilization, 
I . 

- Polish Economist, March, 1928, p. 95. At the expiration of a year all the banks 
consented to renew the agreement for one year more. Federal Reserve Bulletin, 
November, 1928, p. 739. The agreement expired in 1929 without any use having 
been made of the available credit. Federal Reserve Bank of New York, Annual Re- 
port for 1929, p. 17. 

3 For details of the loan see ‘Agreement between the Government and Its Bank- 
ers for Realization of the Stabilization Plan and Sale of Stabilization Bonds” and 
“Loan Agreement between the Republic of Poland and the Fiscal Agents for the 
Loan,” Poland: Plan of Financial Stabilization, 1927, pp. 29-34, 56-78. 
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ber 10 these sums were placed at the disposal of the Polish govern- 
ment which in turn deposited them with the Bank of Poland to 
be used in accordance with the stabilization plans. 


Iv. ACCUMULATION OF RESERVES BY THE BANK OF 
POLAND, 1927-29 

The uses to which the stabilization loan were put were such 
that a large part of the proceeds were certain to accrue for a long 
period to the foreign holdings of the Bank of Poland or, at its 
option, could be converted into gold. Seventy-five million zlotys 
were used to increase the capital of the Bank itself. For assuming 
one-half of the treasury note issue the Bank was paid 140 million 
zlotys. Fifty-eight million were assigned to a conversion of 
treasury notes into silver coin, to be carried out by the Bank. To 
discharge the floating debt of the treasury 25 million zlotys were 
used. A treasury reserve, maintained as a deposit with the Bank 
of Poland, was set up, but no early use was made of it. One 
hundred and seventy-three million zlotys were designated for use 
for the economic development of Poland. 

As soon as the Polish government deposited the proceeds of the 
stabilization loan the Bank purchased in London and New York 
gold to a value of 20 million dollars, 15 millions in New York and 
the balance in London. It was the policy of the Bank at this time 
to acquire only enough gold to meet the statutory requirements.”* 
At the end of the year the gold reserve ratio was 31.1 per cent of 
note and deposit liabilities, of which reserves slightly over two- 
thirds were held in the Bank’s own vaults. In addition to the 
Bank of Poland’s British purchases, the Bank brought home a 
considerable part of the gold which had been deposited with the 
Bank of England in 1925 to secure the American credit. British 
statistics show gold exports to Poland in 1927 as £4,358,000, a 
movement occurring entirely in the final six weeks of the year.” 


24 Feliks Mlynarski, “Difficulties of the Gold Market,” Polish Economist, Febru- 
ary, 1928, p. 83. See also “First Report of the Financial Adviser,” Combined Re- 
print, p. 9. 

*s Based on official statistics as published in the London Gazette. Shipments re- 
corded for the week ending January 6 may have been made in 1927, in which case 
the figure would be £4,723,000. Data include movements to free city of Danzig. 
This does not result in any important inaccuracy in the figures. After 1927 Poland 
drew less heavily from Great Britain, £892,800 in 1928, £1,137,300 in 1929, and 
£110,500 in 1930. 
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This constituted the heaviest net movement outward of gold from 
Great Britain in 1927, and is to be placed beside those move- 
ments of gold to India, the United States, Germany, Switzerland, 
the Netherlands, Belgium, and France which between 1925 and 
1931 prevented the Bank of England from building up a gold 
reserve sufficiently strong to meet the withdrawals of the latter 
year. The acquisitions of 1927 brought forth considerable adverse 
comment in England. The vice-governor of the Bank of Poland, 
Feliks Mlynarski, replied to these criticisms, pointing out that the 
Bank had gone no farther in acquiring gold than was absolutely 
necessary, that the reserve laws under which it was acting were 
not excessive and were a condition of Poland’s receiving foreign 
aid in stabilization, and that at greater costs more purchases had 
been made in New York than in London.” If to the results of 
foreign gold purchases is added the increase in reserves from the 
revaluation of its gold holdings, the gold cover of the Bank of 
Poland increased during the latter part of 1927 from 182 million 
zlotys at the end of September to 327 million at the end of 
October, 508 million at the end of November, and 517 million at 
the end of the year. 

The stabilization of the zloty and the accompanying events 
furnished a favorable setting for the continuation into 1928 of 
the capital inflow of 1927. For example, in the first half of 1928 
there were foreign loans to the cities of Warsaw and Posen and 
to the province of Upper Silesia, amounting altogether to about 
165 million zlotys. The proceeds in foreign currencies of these 
loans were used in part by the Bank of Poland to buy gold 
abroad, a portion of which was imported at the time.?’ The 
foreign-exchange reserves and the power to import gold were also 
aided by short-term foreign credits extended to Polish banks and 
industrial and commercial enterprises. Foreign credits to Polish 
importers, in the face of a prevailing unfavorable balance of trade, 
permitted capital inflow to have a greater effect on gold and 
foreign-exchange acquisitions than would otherwise have been 
possible. For the year net capital imports of all types were esti- 

* Mlynarski, of. cit. 

27 The purchases and imports of gold by the Bank are discussed monthly in the 
Polish Economist. 
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mated as amounting to 916 million zlotys.”* For the year as a 
whole the Bank of Poland increased its gold reserves by over 100 
million zlotys, purchasing 70 million in New York and London. 
This increased the gold cover from 31.11 per cent to 34.13 per 
cent, a moderate excess above the statutory minimum, but indic- 
ative of the beginnings of the Bank’s conviction of the advantages 
of a metallic cover. 

In 1929, owing to the credit situation in foreign money markets, 
foreign credits became less available to Poland. Officials of the 
Bank of Poland regarded this as a result of the stock-market boom 
in New York, utilizing American capital fully and attracting 
funds from the chief financial centers of Europe. Estimates sup- 
plied by the Polish government indicate a net short-term capital 
movement in favor of Poland of 535 million zlotys, making a total 
credit item on capital account of 593.5 million.?? During the first 
half of the year the Bank’s gold holdings both at home and 
abroad remained unchanged. Toward its end purchases were 
made abroad and gold was imported in substantial quantities. 
This inward movement rested to a considerable degree on foreign 
holdings of gold and devisen previously acquired. Of the addition 
of 79.4 million zlotys to the Bank’s gold reserves during the year, 
72.2 million were purchased abroad. At the end of 1929 the Bank 
of Poland’s gold cover stood at 38.74 per cent. There is indicated 
here a complete reversal of the earlier policy of holding merely 
enough gold to meet the statutory requirement. In its Annual Re- 
port for 1929 the Bank stated that under prevailing conditions, 
for psychological reasons, a central bank was strong in proportion 
as it held its reserves in gold.*° 

It may be appropriate here to look back upon Polish gold 
acquisitions in 1927, 1928, and 1929 and consider them as a 
whole with respect to both fact and explanation. Chart ITI shows 
the gold and foreign-exchange holdings of the Bank of Poland as 

28 Based on data compiled by the Central Statistical Office, “Eighth Report of 


the Financial Adviser,” Combined Reprint, pp. 141-44. Several estimates place net 
capital imports for the year at somewhat over 1,000 million zlotys. 


29 League of Nations, Balances of Payments, 1930 (Geneva, 1932), pp. 138-39. 
3° Federal Reserve Bulletin, June, 1930, p. 365. 
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of the end of each month. The increases of gold held at home are 
in close accord with the profits from devaluation and the recorded 
gold exports from Great Britain and the United States to Poland. 
It is interesting to note that the increase of total gold holdings 


CHART III 
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by purchase from 1927 through 1929, namely about 430 million 
zlotys, is somewhat smaller than the total] proceeds of nearly 
550 million which Poland secured from the stabilization loan. An- 
other set of comparisons, given in Table I, is significant.™ 

A more formal setting forth of quantitative data along these 
lines may be made by means of Poland’s balance of payments. 
This has the advantage over the data as presented in Table I in 


# The estimate for capital imports used in this computation is from Leaue of 
Nations, Balances of Payments, 1930, p. 138. 
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that it brings into the picture additional items, such as interest 
and dividends due abroad, and those numerous items which are 
generally classed as services. The two chief elements included in 
services are emigrants’ remittances and freight charges and are 
on the credit side of the balance. With eight million Poles living 
abroad, money brought and sent home was a sum of considerable 
importance, although less than before the war. The item of trans- 
portation services arises from Poland’s geographical position. 
Considerable amounts of freight are transported, mainly by rail- 
way, across Poland, including freight from Germany to East 
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Prussia. However, while helping to complete the picture, bal- 
ance-of-payment statistics complicate it. Such statistics are at 
best rough estimates and the most carefully prepared figures vary 
considerably one from another.*? The scope of this paper does not 
permit of a discussion of such differences. Fortunately they per- 
mit the drawing of the same general conclusions. In highly sim- 
plified form the balance presented by the League of Nations, and 
supplied by the Polish government, is as shown in Table II. 

The picture which has been drawn of the building up of gold 













3? For the years under consideration the best statements of Poland’s balance of 
payments are the following: League of Nations, Balances of Payments, 1930, pp. 
137-42; Bank Gospodarstwa Krajowego, Monthly Review, June, 1933, pp. 1-6 
(based on official estimates of the Chief Bureau of Statistics); in National Industrial 
Conference Board’s A Picture of World Economic Conditions at the Beginning of 1932, 
Pp. 194-99, by Hipolit Gliwic; that of the Institute of Economic Research of War- 
saw, easily accessible in the “Fifth Report of the Financial Adviser,” Combined Re- 


print, pp. 95-96. 
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and devisen reserves back of the zloty has a striking similarity, 
even though on a smaller scale, to the German Reichsbank’s build- 
ing up of its gold reserves, particularly during the years 1924 to 
1927. The two cases are so similar and illustrate so well one im- 
portant type of gold movement in the post-war period that a de- 
tailed comparison is warranted. In the case of both Poland and 
Germany the fundamental factor which made gold acquisition 
possible was foreign borrowing. Both had unfavorable trade bal- 
ances during the period of greatest acquisition of gold. In both 
capital movements from abroad accompanied and followed mone- 


TABLE II* 
SUMMARY OF POLAND’S BALANCE OF PAYMENTS, 1927-29 








Total 1928 





Merchandise —1,503.0 — 871.9 
+2,209.4 +1,110.6 
Interest and dividends.......| — 894.0 — 284.5 
i + 3098.1 + 157.6 
— 439.2 — 105.1 














Errorsand omissions........| — 228.7 oo 6.7 








* Data in millions of zlotys. 


tary stabilization, which was aided by an international loan. The 
external loan of 1924 was to Germany what the stabilization loan 
of 1927 was to Poland. In both countries foreign borrowing was 
stimulated by lack of capital and high interest rates. Foreign 
borrowing furnished rights to money abroad which when acquired 
by the central bank in each case enabled it to buy gold in foreign 
bullion markets. Both Poland and Germany purchased the 
greater part of their gold in the United States and Great Britain.** 
It is not enough to explain that foreign borrowing made possible 
the acquisition of gold by both Poland and Germany. Why was 
gold acquired? In both cases to furnish reserves for expanding 
credit, particularly of bank notes, for which there was a vigorous 
demand. Both central banks had some range of choice between 


33 For Polish statistics see above; for German, see Statistisches Jahrbuch fiir das 
Deutsche Reich (1930), p. 233. 
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the acquisition of gold or of rights to foreign currency. Somewhat 
more promptly than the Bank of Poland, the officers of the 
Reichsbank came to “the conviction that gold in the Reichs- 
bank’s vaults is always somewhat better than dollar balances in 
American banks.”*4 Finally, it may be stated that when foreign 
capital ceased to flow into Poland and into Germany the influx 
of gold into each country nearly ceased. 

In making this comparison it has been pointed out that it is not 
enough to explain what fundamentally made it possible for 
Poland to build up gold reserves in 1927, 1928, and 1929. It is 
also necessary to show why Poland did convert balances abroad 
into gold imports—that is, what the particular incentive for 
acquiring gold was. The explanation is clear. Poland required 
additional gold, partly as a matter of legal reserve requirements, 
partly as a matter of bank policy, to furnish reserves for a rapidly 
expanding credit structure. Why did credit expand? First, and 
of primary importance, because of the demand for new purchasing 
power to finance economic reconstruction and expansion. There 
was a considerable increase in the production of both producers’ 
and consumers’ goods from 1926 through 1928, although in 1929 
both experienced a moderate decline.*s The index of industrial 
production advanced from 110 for the first quarter of 1927 to 120 
for the last quarter. By the final quarter of 1928 it had reached 
134, the highest figure attained prior to the coming of the depres- 
sion. Starzynski points out that the amount of credit outstanding 
at the time of stabilization was small when compared with the 
amount outstanding in the same area before the war.* 

The growth of Polish credit can be shown by means of data on 
short-term credits granted, deposits, and notes. Table III shows 
both the amounts of short-term credits granted and of deposits 
held by institutions specializing in short-term credit.*’ This in- 

34 Quoted from the President of the Reichsbank in the Economist, October 30, 
1926, p. 728. 

3s For the monthly indices of production of the Institute for Economic Research 
at Warsaw see Polish Business Conditions. The first issue (May, 1928, p. 25) gives 
monthly indices from 1924. 

36 Poland, Ministry of Finance, Polish Economic Conditions in 1926, p. 49. 

37 Combined Reprint, pp. 298-99. 
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TABLE III 


COMMERCIAL LOANS AND DEPOSITS OF POLISH 
BANKS, DECEMBER 31, 1926 TO DECEM- 
BER 31, 1929 








Date Credits* Deposits * 





December 31, 1926..... 1,384 1,218 
une 30, 1927 1,749 1,470 
ecember 31, 1927..... 1,946 1,905 

oo NL So ache 2,447 2,442 

ember 31, 1928..... 2,718 2,438 

June 30, 1929......... 3,012 2,509 

December 31, 1929... .. 3,018 2,637 











* Millions of zlotys. 


CHART IV 
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cludes the Bank of Poland, the state banks, and the private joint- 
stock banks. The expansion in the circulating notes of the Bank 
of Poland is shown in Chart IV, a rapid increase in 1927 and 1928, 
but little change in 1929. 


V. THE ZLOTY IN DEPRESSION, 1930-33 

The movement of gold into Poland which has been described 
was brought to an end early in 1930 as a result of the decrease of 
capital imports. In the 1930 balance of payments as formulated 
by the Chief Bureau of Statistics there was a credit item on long- 
term capital account of 2 million zlotys, and on short-term a debit 
item of 531 million zlotys.** Polish banks, trade, and industry 
were paying back foreign credits. The government made con- 
siderable demands toward the end of the year for foreign funds to 
meet interest and sinking-fund payments. The situation was re- 
flected in a loss during 1930 of 268 million zlotys in gold and 
foreign holdings by the Bank of Poland. In 1931, owing to the 
Kreuger and French railway loans, there was a credit item on 
long term of 166 million zlotys, but this was much more than off- 
set by a debit item on short-term credit of 402 million zlotys. At 
times, then and later, adverse capital movements were due to 
foreign withdrawals; at other times to a flight of Polish capital to 
other currencies. As confidence in foreign currencies waned, there 
was a demand for exchange with which to purchase gold abroad 
for hoarding purposes. Net interest and dividends due abroad, 
which had amounted to 380 million zlotys in 1929, increased to 
451 million in 1930, but declined to 424 million in 1931. Through- 
out, the needs of the government and of other borrowers on long 
term for foreign funds with which to meet service charges were an 
active demand factor. A combination of items, chiefly freight 
charges and emigrants’ remittances, which yielded rights to 
money abroad in 1929 of 322 million zlotys, declined to 208 mil- 
lion in 1930 and 212 million in 1931. The main tendencies of 
Poland’s balance of payments during the early years of the depres- 
sion are discernible in these figures, if one also knows that from 


3§ Bank Gospodarstwa Krajowego, Monthly Review, June, 1933, pp. 1-6. 
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the middle of 1929 there was a reversal of the trade balance from 
an unfavorable to a favorable one. 

The outstanding fact with regard to the zloty during the de- 
pression is that, in spite of the adverse situation just described, 
Poland has succeeded in maintaining a gold-exchange standard on 
the basis established in 1927. The zloty has remained at par with- 
out foreign exchange restrictions.*® To accomplish this has con- 
stantly been one of the chief aims of the officers of the Bank of 
Poland and the leaders of the Polish government. Policies shaped 
toward this end have constituted a fundamental part of Poland’s 
recovery program and have had far-reaching effects on the eco- 
nomic life of the nation. 

Poland’s policy in depression has been deflationary like Aus- 
tralia rather than inflationary like the United States. Externally, 
the lowering of costs and prices has been for the purpose of main- 
taining a favorable balance of trade. Extensive trade restrictions 
have looked in the same direction. A favorable balance of trade 
has been desired to furnish Poland with foreign exchange to meet 
interest payments on foreign debts and as an aid to the mainte- 
nance of adequate reserves by the Bank of Poland that the zloty 
might be kept at its gold parity. Maintaining the gold standard 
as established was regarded as a necessary defense against 
financial collapse and a positive factor in enhancing the financial 
prestige of Poland. Internally, Polish deflationary policy has in- 
cluded the acceptance, in general, of a falling price level, and the 
pushing down of costs, often with government aid, so that profit 
margins might be restored. It has involved serious problems of 
production, unemployment, and debts, and the relation of various 
segments of the price structure to each other. Consistent with 
such a program, banking policy has been conservative. The 
government has decreased its expenditures, although it has not 
escaped the development of an annual deficit. Along generally 
deflationary lines, then, Poland has attempted to restore equi- 

39 See monthly quotations of exchange rates in Poland, Ministry of Finance, 


Statistical Bulletin. Comparison may be made with the dollar through March, 
1933; for the whole period with the French or Swiss franc. 
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librium to her economy, with the maintenance of a gold standard 
as a fundamental part of her program.*° 

Poland’s possibilities of maintaining the gold value of its 
monetary unit were more advantageous in two respects than other 
countries somewhat similarly situated. First, Poland’s foreign 
debt was comparatively small, involving but moderate annual ex- 
ternal payments on capital account. Unlike Argentina, Brazil, 
and Australia, Poland was not among the debtor nations which 
in the years prior to the depression had adjusted themselves 
economically to a balance of payments in which a large part of 
new borrowing furnished rights to money abroad with which to 
meet interest payments on past debts. When capital ceased to 
enter such debtor nations in substantial amounts, interest pay- 
ments remained and placed a severe drain on their most liquid 
assets, namely, upon bank reserves. In many cases this situation 
was an important cause of the suspension of the gold standard, 
of subsequent exchange depreciation, of the establishment of 
preferential rights for the government in the purchase of foreign 
exchange, and other foreign-exchange restrictions. 

Second, Poland had a favorable balance of trade from the very 
beginning of recession, namely, in July, 1929. This meant a lesser 
strain on her gold and devisen resources than would otherwise 
have developed. In the Argentine, by way of contrast, a country 
which had previously had a favorable trade balance, there was an 
unfavorable balance from the fourth quarter of 1929 to the first 
quarter of 1931.4" With the suspension of the gold standard in 
Argentina on December 16, 1929, this unfavorable trade situa- 
tion was a major factor in the depreciation of the peso in relation 
to gold-standard currencies. Australia, which had but a small 
unfavorable balance of trade in the last year of prosperity, ex- 
perienced a far more rapid decline in the value of exports than 


4° Polish aims have been repeatedly stated during the depression. The radio 
speech of Premier Leon Kozlowski on October 31, 1934, as reported by the press, 
is particularly clear on the points emphasized above. See also Bank Polski, Compie 
rendu des opérations de la Banque de Pologne pendant l’année 1933, pp. 1-2. 


# Banco de la Nacion Argentina, Economic Review, October, 1932, p. 97. 
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of imports in 1929-30. This was a major factor in terminating the 
operation of the gold standard in that country early in 1930.” 

In accounting for the early establishment of a favorable balance 
of trade in Poland, there was the curtailment of foreign credits, 
which lessened available purchasing power for foreign goods. A 
similar curtailment was experienced, however, by both Argentina 
and Australia. There was the more rapid fall throughout the 
world of raw material as compared with industrial prices, and the 
difference in the elasticity of demand for the two types of com- 
modities. In relation to these matters Poland had an advantage 
over the Argentine and Australia in that her imports were less 
dominantly finished goods.** Contradictorily, Brazil, exporting al- 
most entirely agricultural products and importing largely finished 
goods, increased her favorable balance of trade of 39.9 million 
United States dollars (old) in 1929 to one of 58.9 millions in 1930. 
A more consistently working factor was credit policy. Internally, 
in the early days of depression, Poland and Brazil followed a re- 
strictive credit policy, whereas a more liberal policy was main- 
tained in the Argentine and Australia. Over a longer period, trade 
restrictions and controls became, of course, the chief determinant 
of Poland’s trade balance. 

Poland’s trade policy was in part directed toward the stimula- 
tion of exports and cutting off of imports; in part it was a defense 
against similar tactics by other nations seeking the same ends. In 
1930, 1931, and 1933 successive increases were made in the Polish 
tariff, already one of the highest in Europe. Increased rates were 
applicable particularly to goods coming from Germany, with 
which country a trade war still continued. More significant than 
duties were prohibitions imposed on imports except by special 
permit. These were directed particularly against the importation 

# Lawrence Smith, “The Suspension of the Gold Standard in Raw Material 
Exporting Countries,” American Economic Review, September, 1934, pp. 442-47. 

“3 In 1930 Poland imported 100.9 million zlotys of foodstuffs, raw materials, and 
semifinished goods, and 86.1 millions of finished products; of her exports 159 million 
zlotys came in the former classification and 43.8 millions in the latter. Yearly and 


monthly data on this matter may be found in Bank Gospodarstwa Krajowego, 
Monthly Review. 
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of goods from countries discriminating against Polish exports and 
against countries with which Poland had an unfavorable balance 
of trade. They also had the more general purpose of controlling 
the quantity of goods imported and making the country as self- 
sufficient as possible. The list of goods was extended in 1931 and 
again in 1933 to include almost all wholly or semi-manufactured 
goods not previously included. Measures were taken to aid ex- 
port industries. Export premiums were paid on cereals, livestock, 
bacon, butter, and other commodities. Subsidies were granted to 
industries making goods subsequently exported. Refunds of im- 
port duties paid were made in cases where the fabricated article 
was exported. The most striking measures to maintain the foreign 
market were employed in the case of the coal industry. Particu- 
larly low freight rates were established from the mines to Gdynia 
and Danzig. Bounties were granted per ton exported. With the 
approval and aid of the government wages in the coal industry 
were reduced. There were times, indeed, when Polish coal sold in 
Baltic and Scandinavian markets at a third of the prevailing 
domestic price.44 By the Decree of April 6, 1932, the minister of 
industry and commerce was empowered to take complete charge 
of the production and sale of coal, a power which has not been 
used. 

Chart V shows Polish exports and imports from 1930 to 1935 
with the resulting balance of trade. In most months foreign trade 
has given Poland a small surplus in rights-to money abroad. In 
spite of this the task of the Bank of Poland in maintaining the 
stability of the zloty was not easy. The supply of foreign ex- 
change furnished by the trade balance was not sufficient to meet 
the demand for exchange on cther than goods account, and the 
Bank was obliged to make up the deficiency from its reserves of 
gold and foreign holdings. 

Chart VI shows statistically the reserve position of the Bank of 
Poland since 1930. The solid line indicates gold reserves, includ- 
ing both amounts held abroad and in the Bank’s own vaults. 
Superimposed upon this are the total holdings of balances in 
foreign banks, foreign currencies, and foreign exchange, whether 


“4 Economist, February 6, 1932, p. 302. 
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held as part of legal reserves or not. Thus the broken line indi- 
cates the total holdings of the Bank of Poland in gold, foreign 
money, and rights to foreign money—in other words, the total 
capacity of the Bank to make payments abroad. Examining the 
chart, one is impressed by the extent to which the reserves of the 


CHART V 


VALUE OF Exports AND IMPORTS AND OF THE BALANCE OF 
TRADE OF POLAND—MONTAHLY, JANUARY, 1930— 
SEPTEMBER, 1935 


(Source of data: Poland, Ministry of Finance, Statistical Bulletin) 
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Bank have declined. By the time the low point of 547.7 million 
zlotys had been reached at the end of September, 1933, reserves 
were less than half of the 1,174 million held at the end of January, 
1930.45 The decline was rapid in 1930, 1931, and the first half 
of 1932, but gradual since that time. However, the decline has 

4S For detailed discussions of factors affecting the reserve holdings of the Bank of 
Poland see the Polish Economist monthly through 1931; Bank of Poland, Economic 
Research Department Bulletin (quarterly) for the whole period; the annual reports 
of the Bank of Poland; and Bank Gospodarstwa Krajowego, Monthly Review, for 


the entire period. In the account which follows considerable use has been made of 
all of these sources of information. 
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come primarily in foreign holdings. The Bank’s reserve in gold 
has been tenaciously held, declining only from 700.9 million zlotys 
at the end of January, 1930, to a low of 473 million at the end of 
August, 1933. Indeed, gold losses were almost entirely confined 
to September, 1930, the spring of 1932, and the autumn of 1935. 


CHART VI 
Howpincs oF GOLD AND FoREIGN FUNDS OF THE BANK OF 
PoOLAND—AS OF THE END oF Eacu Monts, 
JANUARY, 1930—SEPTEMBER, 10935 
(Source of data: Poland, Ministry of Finance, Statistical Bulletin) 
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VI. FOREIGN MONETARY AFFAIRS AND THE ZLOTY, 1931—33 


The financial difficulties in Germany in July of 1931 had no 
serious repercussions in Poland. There was no apparent concern 
for the safety of Polish banks, which then and since have with- 
stood the depression with a high degree of success. The Bank of 
Poland aided the private banks in meeting the withdrawal of 
foreign deposits which arose in this month. Similarly, the sus- 
pension of the gold standard in Great Britain in September of 
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1931 caused no particular financial disturbance in Poland. No 
serious loss to the Bank of Poland was sustained, as it had long 
before adopted the policy of converting a large part of its foreign 
holdings into gold. England’s suspension further stimulated the 
Bank to convert exchange holdings into gold. Indeed, it is prob- 
able that it also acted as a deterring factor to further flights from 
the zloty. While pounds were cheaper for the repayment of loans 
and the payment of interest, the effects of the depreciation of 
sterling on Polish exports in competition with British products 
was distinctly unfavorable. Because of the injury to Polish trade 
there was a vigorous discussion within Poland in the autumn of 
1931 as to whether the zloty should be kept at its gold parity. 
Among businessmen there were advocates of suspending the gold- 
exchange standard in the interests of competition in foreign 
markets. Government spokesmen and bankers took the position 
that gold parity should and could be maintained. As 1931 drew 
to a close they continued to adhere to this position. 

In the second quarter of 1932 the drain on the Bank of Poland’s 
reserves of foreign funds was heavy. As a result some gold was 
converted into foreign exchange. Reference again to Chart V will 
show that the favorable foreign-trade balance was rapidly dimin- 
ishing. In the second half of 1932 the situation substantially im- 
proved. Poland’s favorable trade balance steadily increased. The 
Bank was able to add to its foreign-exchange holdings and in 
August and September to buy a considerable quantity of gold in 
the domestic market. Poland’s exchange situation was somewhat 
eased by defaulting on her war-relief debts to the United States 
in December. While Poland maintained that payment could not 
be made without endangering her adherence to gold, it seems high- 
ly probable that the example of France and other nations more 
largely determined her action. 

The suspension of the gold standard in the United States in 
1933 and the depreciation of the dollar had several effects upon 
the zloty. Polish people had great confidence in the stability of 
the dollar, and its external depreciation, on top of that of the 
pound, undoubtedly tended further to discourage the movement 
of Polish funds into other currencies. With an unfavorable trade 
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balance with the United States and with the external value of the 
dollar decreasing more rapidly than its internal purchasing 
power, some advantage was gained by Poland for a time at least 
on trade account. On capital account Poland’s requirements for 
dollar exchange were somewhat eased for all dollar loans except 
the stabilization loan and the agrarian mortgage bonds. In the 
case of the former, holders had the right to demand payment in 
any currency involved, which included several currencies still on 
a gold basis. The agrarian mortgage bonds were payable in gold 
of a given weight and fineness. The course of monetary events 
in the United States brought to an end the important réle which 
the dollar, and to a lesser extent other currencies, had played in 
Poland. There had long been hoarding of dollar exchange and 
dollar currency, as well as the making of commercial and credit 
agreements in terms of dollars. This practice had begun during 
the period of inflation after the war and had been tolerated by the 
Polish government after stabilization in the belief that such a 
course would make for confidence in the zloty and for the inflow 
of foreign capital.“ Hoarded American bank notes were now 
offered for sale and dollar deposits were converted into zlotys. 
So many difficulties arose in connection with contracts expressed 
in dollars, pounds, and other currencies that legislation was found 
necessary for the settlement of disputes.‘7 

Loss of confidence in the dollar also served to stimulate some- 
what further the hoarding of gold in Poland. The desire to obtain 
gold coin abroad, further repayment of short-term foreign credits, 
the meeting of service charges on government and other long- 
term indebtedness, served in the first half of 1933 to draw addi- 
tional amounts from the reserve holdings of the Bank of Poland. 

At this time a change was made in the reserve requirements of 
the Bank by the law of March 24.** By this act foreign currencies 

“Commitments in Foreign Currencies,” Bank Gospodarstwa Krajowego, 
Monthly Review, June, 1934, pp. 1-4. 


47 Ibid. The details of the Presidential Decree of June 24, 1934, are here given. 
In general such contracts, when of a purely internal character, are prohibited in 


the future. 
48 Bank of Poland, Economic Research Department Bulletin, No. 10, January- 


March, 1933, pp. 8-9. 
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and bills of exchange were eliminated as legal reserve. Gold re- 
mained the exclusive reserve and was made 30 per cent of notes 
and other sight liabilities in excess of 100 million zlotys. The 
latter provision rested upon the assumption that since sight 
liabilities never fall below 100 million they constitute no potential 
demand upon the Bank’s reserves. Calculated on the basis of the 
new requirements reserves at the end of June, 1933, were 44.8 
per cent. 

In the London Monetary and Economic Conference of 1933 
Polish delegates regarded monetary stabilization as the most im- 
portant problem with which the Conference must deal.*® Dr. 
Léon Baranski, a financial delegate, and a director of the Bank of 
Poland, was reported as saying that Poland was “like an unarmed 
passer-by in a street-bombing affair in this dollar-pound con- 
troversy and stabilization delay.’’*° Baranski believed that uni- 
versal currency stabilization, by increasing confidence and thereby 
stimulating an expansion of credit, was the only sound way to 
bring about higher price levels." To so-called inflationary meas- 
ures he and the Polish delegates were in general opposed. As 
might be expected the Polish delegation was also interested in 
having discussed the relaxation of foreign-exchange restrictions, 
measures for the adjustment of international debts, the meeting 
of interest charges by means of goods, and steps which might 
open up again to agricultural nations the credit resources of the 
world’s chief money centers.** 

Out of the London Conference arose the gold bloc, to which 
Poland adhered. When it became clear that the Conference could 
not reach an agreement on monetary standards the representa- 
tives of the six countries on some form of gold standard—namely, 
France, Italy, Belgium, Holland, Switzerland, and Poland— 
issued a statement affirming their intention to maintain the free 
functioning of the gold standard in their respective countries at 
the existing gold parities. 


49 League of Nations, Journal of the Monetary and Economic Conference (London, 
1934), No. 4, June 14, 1934, Pp. 17. 

%° Commercial and Financial Chronicle, July 8, 1933, p. 220. 

** Journal of the Monetary and Economic Conference, No. 11, June 22, 1933, P. 79- 

% Ibid., No. 9, June 20, 1933, P. 54. 
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From this time to the present Poland has continued to identify 
herself with the gold bloc. Her adherence to this group rests pri- 
marily on similarity of monetary policy rather than a closeness of 
economic relationship.s} Taking Poland’s foreign trade as a 
whole, about one-fifth is with gold-bloc countries, a proportion 
not so large as that with the countries of Central Europe (Ger- 
many, Austria, and Czechoslovakia), and but little greater than 
that with the United States or with the United Kingdom. Po- 
land’s trade with the gold-bloc group has been an increasing pro- 
portion of her total, but it has increased at no greater rate than 
that with the United States and the United Kingdom. That Po- 
land has gained in prestige from her adherence to the gold bloc 
seems probable. In its Bulletin for the third quarter of 1933 the 
Bank of Poland reported: “The access of Poland to the so-called 
‘gold bloc’ made a good impression.”’S* As in several of the other 
countries of the bloc, its formation seems to have contributed to a 
checking of the drain on the reserves of their central banks in the 
second half of the year of 1933. 


VII. THE RECOVERY PROGRAM AND MONETARY POLICY, 1933-35 


In 1934 and the first half of 1935 Poland showed many evi- 
dences of recovery, although distinct elements of weakness re- 
mained. The scope of this paper does not permit more than a few 
suggestive facts. Industrial production rose to levels well above 
those of 1932 and 1933. The index of industrial production, 
which for the two latter years was 53.7 and 55.4, registered 69.2 in 
September, 1935.55 The industrial situation has shown more im- 
provement than the agricultural. The discrepancy between in- 
dustrial and agricultural prices, while improved, is still at a dis- 
advantage to agriculture. Drastic measures have been found 
necessary in the interests of agricultural debtors, involving the 
control of foreclosure sales, the reduction of interest rates on 

53 An interesting study of the trade relationships of the gold-bloc group is League 


of Nations, Chiffres essentiels du commerce des ““Pays du Bloc-Or’’ (1935). A section, 
pp. 56-63, is devoted to Poland, from which the conclusions in the text are drawn. 


4 P. 83. 
ss Conveniently available in the League of Nations Monthly Bulletin of Statistics, 
where comparison may be made with the indices of other countries. 
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mortgages, and the writing down of existing farm indebtedness. 
Less favorable even than the agricultural situation is the problem 
of unemployment. Statistics show greater unemployment early in 
1935 than in any period of the depression.” The condition of the 
Polish money market has become distinctly better. It has at- 
tained reasonable liquidity, deposits have increased, and interest 
rates are lower. However, there has been but a very moderate 
increase in credit activity. Nevertheless, the basis has been laid 
for future credit expansion with a probable turn of the price level 
upward. Indeed, the first half of 1935 seems to indicate that the 
process of price deflation has come to an end. The Polish budget 
remains unbalanced. For 1935-36 revenue is estimated at 2,016,- 
406,700 zlotys and expenditures at 2,168,378,160—a deficit of 
nearly 152 million zlotys. At the same time the readiness with 
which the Polish people subscribe for public issues is in itself a 
mark of strength. Polish external credit has shown a tendency to 
strengthen during 1934 and 1935, as measured by the prices of 
her securities in the world’s exchanges.*’ 

Several questions are suggested by this account of the zloty 
during the first dozen years of its functioning as a monetary unit. 
First, just what is the status of the zloty? What type of standard 
does it represent? Second, what are the probabilities with respect 
to its maintenance or change in the future? Third, what should 
be said with respect to the reasons for and wisdom of Polish 
monetary policy? 

Clearly the zloty does not conform to the requirements of the 
traditional gold standard. At only one out of three points does it 
meet the necessary tests. The Polish system does permit the con- 
version of gold into money. The Bank of Poland will buy gold 
with bank notes on demand at the statutory rate. However, the 
zloty is not redeemable in gold. While the charter of the Bank of 
Poland provides for redemption of its notes without limit in gold, 

% See Ministry of Finance, Statistical Bulletin, January-February—March, 1935, 
Pp. 26; also League of Nations, Monthly Bulletin of Statistics. 


57 See the prices of Poland 6 per cent of 1924, 7 per cent Stabilization Loan of 
1927, and 8 per cent of 1924 as quoted in the New York Stock Exchange. End-of- 
the-month quotations may be found for the Stabilization Loan in all leading markets 
in Bank of Poland, Economic Research Department Bulletin. 
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the time when this requirement should go into effect was to be 
fixed by decree at the recommendation of the minister of finance 
and the council of the Bank. This requirement has never been 
put into operation. The third test of a gold standard is that there 
shall be an unrestricted movement of gold in and out of a coun- 
try. While the import of gold is unrestricted in the case of Poland, 
its export is in general prohibited by the Decree of February 1s, 
1928.5 

Can the Polish monetary system be classed as a gold-exchange 
standard? When in 1933 Poland provided that foreign exchange 
should no longer count as a part of the legal reserves of the Bank 
of Poland some commentators regarded this as an end of the 
gold-exchange standard. It is true that in general a characteristic 
of a gold-exchange standard is the holding by the central bank 
concerned of foreign funds as a part or all of its reserves, such 
reserves, unlike gold, constituting an earning asset. During the 
depression the Bank of Poland found the risk of loss in the holding 
of funds abroad so great as to warrant decreasing the proportion- 
ate part of reserves held in this form to an absolute minimum. 
The law of 1933 merely gave legal expression to what had already 
become an actual policy. However, the essence of a gold-exchange 
standard lies not in the form in which reserves are held, but in 
the type of redemption of the country’s money. If redemption is 
in foreign drafts in currencies convertible into gold at mint parity, 
a country is on a gold-exchange standard. The Bank of Poland’s 
notes have been and remain redeemable in this manner. Redemp- 
tion is made at the head office in Warsaw in amounts exceeding 
20,000 zlotys. As on several occasions in the past, including the 
autumn of 1935, the Bank wiil presumably again, if the occasion 
requires, sell gold abroad to supply itself with foreign exchange 
on gold-standard countries for redemption purposes. 

There is a distinction to be made between a gold-exchange 
standard as operating in Poland and the maintenance of gold 
parity for exchange as in Germany since 1931. In the latter case, 
while redemption is impaired, the exchange is kept at its gold 

88 Dziennik Ustaw (1928), No. 18, item 156; Travaux législatifs (1928), IV, Fasc. I, 
63-64. 
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parity by means of governmental regulation of foreign exchange. 
In Poland foreign exchange is left uncontrolled. However, con- 
trol or regulation comes at a different point in the economic sys- 
tem; it is applied earlier in the regulation of exports and imports. 
To suppose that the zloty is not a regulated monetary unit is to 
ignore the realities of the situation. 

What of the future of the zloty? Barring unusual events in 
Central Europe, one cannot doubt the capacity of the Bank of 
Poland to maintain the gold-exchange standard in the immediate 
future. With a return of world-prosperity the same can be said 
of a longer period. Three events, or some combination of them, 
might cause Poland to leave the gold-exchange standard or modi- 
fy its present relationship to gold. First, a relapse into depression, 
having an unfavorable effect on Poland’s foreign trade, might have 
this result. As shown in Chart V Poland’s favorable balance of 
trade underwent considerable diminution during the depression. 
Of late there have been several months in which it has been un- 
favorable. A prolonged unfavorable development in foreign trade, 
even with Poland’s quite moderate foreign obligations on capital 
account, would reduce the Bank of Poland’s reserves to the danger 
point. Second, the budgetary situation might in time reproduce 
the situation found in 1925-26, when the zloty depreciated below 
its gold value. Since the budget year 1930-31, government 
revenue has been less than expenditure. As already indicated, the 
situation has so far been well met and involves no immediate 
threat to financial stability. In its long continuance lies the 
danger. Third, further depreciation of other currencies, especially 
the pound, or devaluation on the part of France, would strengthen 
the position of those in Poland who have opposed her existing 
monetary policy. Such monetary events abroad would create a re- 
action in Poland looking toward similar action at home. The 
maintenance of the present gold value of the zloty in the face of 
external monetary depreciation—varying, of course, as between 
different countries—would increase the difficulties of Polish ex- 
ports. One of the greatest dangers to monetary stzhility, the 
rapid withdrawal of foreign loans and deposits, Poland need not 
fear. While never unduly great, foreign obligations of this sort 
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have already been so far liquidated that an international run on 
Poland is not among the possibilities. 

Should Poland suspend the operation of the gold-exchange 
standard, there is considerable margin between such action and 
an external depreciation of the zloty. Protected by foreign-ex- 
change control from a flight from the zloty, her reserves could be 
made effective for a longer period of time in preserving gold 
parity. Could the Polish government enforce a requisition of gold 
similar to that which has been used in the United States the 
position of the Bank of Poland could be materially strengthened. 
There is held by the Polish people, the result of long and slow ac- 
cumulation, a not inconsiderable amount of gold. The foregoing 
considerations are, of course, in the nature of the problematical. 
As for the present there appears to be in Poland increasing con- 
fidence in the country’s capacity to hold the zloty at its gold 
parity. 

Finally, what of the reasons for and the wisdom of Poland’s 
monetary policy during the depression? Has the maintenance of 
the gold-exchange standard compensated for the depression ef- 
fects of the policy which has been involved, for the increased 
tendency to push down production, wages, and standards of liv- 
ing? A point of view typical of Polish financial leaders is expressed 
in the Report of the Directors for 1932 of the Bank Gospodarstwa 
Krajowego. The report says -of the deflationary policy of the 
Bank of Poland that it “undoubtedly accelerated the general all- 
round falling off in economic activities, but protected the mone 
tary and credit apparatus, and, thereby, the entire economic life 
of Poland, against serious disturbances.’’* Certainly the view is 
widely held in Poland, that with a period of hyper-inflation still 
in the minds of the people, with one devaluation of the zloty 
carried out within a decade, the maintenance of the zloty at its 
prevailing level is imperative in spite of the deflationary effects. It 
is probable that such a policy is capable of producing less harm in 
a country like Poland than in a more highly organized industrial 
nation. The standard of living of the mass of the people is simple. 
The majority of them are peasants “possessing the capacity of 

39 P. 26. 





THE ZLOTY, 1924-35 183 


adjusting themselves to wide fluctuations in conditions to a larger 
degree than the population of industrial countries.”® Put in the 
words of another observer of Polish life: 


Polish peasants have been accustomed for centuries to hard work and 
privation. Their lot today, difficult as it looks, is incomparably better than 
it has often been in the past. They have plenty to eat and enough to wear, 
and to the great bulk of the population such problems as bank deposits, 
currency stability, etc., are not matters of consequence.* 


Interesting comparison on several points may be made with 
France, which has likewise followed a policy of maintaining curren- 
cy stability. Poland has not felt the pressure of a large rentier class, 
as has France, favoring such a policy. With respect to foreign 
trade, Poland has probably made the greater sacrifice in maintain- 
ing the value of her monetary unit, as the maintenance of exports 
is always of greater importance to a debtor than to a creditor 
country. However, the injurious effect on the tourist trade which 
France has experienced, in part as a result of maintaining the gold 
value of her money, has not been a factor in Poland. 

There is another point in defense of Poland’s financial policy. 
The maintenance of the gold value of the zloty has aided Polish 


debtors, both private and public, to meet their foreign obligations. 
The stability of the zloty in foreign exchange markets has not 
been without its effects on business opinion abroad. If monetary 
stability and the meeting of debts in depression enable Poland to 
borrow readily abroad through recovery and prosperity, it may 
well be that in the long run Polish monetary policy will have 
justified itself. 


6 Bank Gospodarstwa Krajowego, Report of the Directors for 1930, p. 9. 
% Economist, September 26, 1931, p. 568. 





FREE BANKS AND CORPORATIONS: THE NEW 
YORK FREE BANKING ACT OF 1838 
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Washington, D.C. 


O FAR, the most important event in American banking his- 
S tory was the adoption of the free banking act in New York 
ninety-eight years ago. With that act, after a half-century 
of imitation of European models, a distinctively American system 
of banking was established. The principles embodied in the act 
and the language in which it was expressed have been taken over 
by nearly every state and by the federal government. With the 
shift from note liabilities to deposit liabilities banking underwent 
a change in its appearance and in its public and legal relation- 
ships that was profound, without, however, suffering alteration 
of its structure and its function. These have remained essentially 
true to the original pattern; and the Federal Reserve banks, the 
Reconstruction Finance Corporation, and the Federal Deposit 
Insurance Corporation are evidence that free banking, too firmly 
vested to have its defects remedied from within, has had to have 
them compensated from without. 

Free banking is a direct heritage from Jacksonian democracy. 
The interest of Jackson himself in banking was mainly destruc- 
tive, but the people who gave him his following—the mass of 
rugged individualists imbued with what Gallatin called with dis- 
may the fierce spirit of enterprise—wanted not to stop with the 
destruction of the Bank of the United States, but beginning with 
that to erect thousands of local banks owned by local capitalists. 
They wanted to destroy the monopoly and make banking open to 
all. The popular movement of the time was toward the destruc- 
tion of centralization and the untrammeled exploitation of the 
continent under individualism and laissez faire. 

For the history not only of banking but also of corporate enter- 
prise in general, the New York free banking legislation of 1838 
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FREE BANKS AND CORPORATIONS 185 


was of prime significance; for it presented a conflict of economic 
evolution and law from which the characteristic nineteenth- 
century conception of the corporation as an instrumentality of 
individualism and laissez faire emerged. That conception also 
emerged elsewhere; but the New York legislation and the series 
of suits that followed epitomize in a particularly effective way the 
change that was occurring generally.’ Before the transition from 
the old conception to the new, the corporation was identical with 
monopoly and antithetical to democracy; following the transition 
it lost its hateful connotations and became the guileless hand- 
maid of free enterprise. Later, after a prolific marriage with 
laissez faire, the corporation was again to be identified with 
monopoly; but this modern identification is the product of eco- 
nomic forces, whereas the old was a matter of law. 


I 


New York’s first banking legislation appears to have been an 
act of April 11, 1782, incorporating the Bank of North America— 
the first bank in the country—which had recently received char- 
ters from the Congress and from the states of Massachusetts and 
Pennsylvania. The bank was made a monopoly in New York, 
as in Massachusetts, but it never domiciled itself within the state. 
New York’s second banking legislation was the charter of the 
Bank of New York in 1791. 

Charters were sought in these early days not merely because 
they relieved their shareholders of personal liability, but because 
they conferred monopoly privileges and an honorific legal status. 
The charter was a special act of legislation, definitely associating 
the enterprise with the state. The idea of corporations as having 
governmental functions was still vivid from colonial days, and in 
the case of banks this association was peculiarly close, because 
banks financed the state and furnished an important part of the 
circulating medium. As late as 1809 officers of the State Bank of 
Vermont were constituted a court of record and given authority to 

* Michigan had the same issue as New York, and a state Supreme Court opinion 


in reviewing it in 1844 shows that the same considerations found expression as in 
New York (Green v. Graves, 1 Douglas 351-72). 
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enter up judgments summarily and issue executions on debts 
overdue to the bank.? 

Yet bank charters were hard to get, and they were not con- 
sidered indispensable. It was sometimes necessary to wait years 
for a favorable legislature, and even a granted charter might be 
repealed. Consequently the charter often followed organization 
instead of preceding it. In the cases of the Bank of New York 
and the Merchants Bank, whose articles Alexander Hamilton pre- 
pared, associations or co-partnerships were formed whose shares 
were transferable and whose shareholders were relieved of per- 
sonal liability. The Bank of New York was in business seven 
years, 1784-91, before it got its charter, and the Merchants Bank 
two years, 1803-5. 

Although the charter of the Bank of New York did not specifi- 
cally convey a monopoly, that was largely because monopoly was 
taken for granted both by the legislature and by the bank. And 
it was for that reason that Aaron Burr resorted to subterfuge 
to get a charter under which to operate his Bank of the Man- 
hattan Company. 

When he procured in 1799 the “act for supplying the city of 
New York with pure and wholesome water,” two bank charters 
beside the Bank of New York’s had already been granted. These 
were the charters to the Bank of Albany, 1792, and the Bank of 
Columbia, in Hudson, 1793. By the incorporation of these two 
banks and of the Manhattan Company, by the establishment of 
a branch of the Bank of the United States in New York, and by 
the establishment of other banks owned by individuals and as- 
sociations of individuals, the original monopoly of the Bank of 
New York became within a few years considerably impaired. The 
successive impairments al] managed to keep within the law, 
however—the more readily because the monopoly was not ex- 
plicitly conferred and defined, particularly as to locale. 

But the process of impairment had to be stopped if monopoly 
was to mean anything, and in 1804 the legislature adopted a re- 


* House Exec. Doc. 79, Twenty-fifth Congress, 2d Sess., 1838, p. 109. This law 
was later confirmed by the Supreme Court of Vermont as constitutional. 
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straining act making it illegal for any person “unauthorized by 
law” to become a proprietor of a bank or member of a banking 
company.’ There were at the time six chartered banks in the 
state besides the Bank of the United States. The object of the 
restraining act was to guarantee to these banks “‘a monopoly of 
the rights and privileges granted to them, which had been en- 
croached upon or infringed by private associations.”* Thence- 
forth banking was not a common-law right; except as specifically 
authorized, it was outlawed. There was a bounty of $500 for the 
conviction of every unauthorized banker, and notes given to him 
were null and void. 


Previous to the restraining acts there was no power possessed by a bank 
not also allowed to individuals and private associations. They could in 
common issue notes, discount notes, and receive deposits; the only differ- 
ence was that the former were not liable beyond their corporate property, 
while the latter were accountable in their persons and to the full extent of 
their private estate.s 


Banking had now become a franchise, and charters were far 
more desirable than before. Moreover, the restraining law was 
based not on the original but loose conception of an absolute 


monopoly, but upon the existing practice of a divisible monopoly. 
Banking could be carried on only as authorized by charter, but 
charters were not made unattainable. The legislature had put 
itself in the position of being called upon to grant much coveted 
favors. 

In 1813 and 1818 the resiraint on unincorporated banking 


3An Act to Restrain Unincorporated Banking Associations, passed April 11 
1804. A subsequent act passed the same month explained that the restraint should 
not affect “the incorporation in the city of New York, created by virtue of an act 
entitled ‘An Act for supplying the city of New York with pure and wholesome 
water.’”’ This latter was the act chartering what turned out to be the Bank of the 
Manhattan Company. 

4 New York Fireman Insurance Co. v. Ely, 2 Cowen 678-712. In this case the 
state Supreme Court found that the insurance company had lent money illegally, 
and this finding was based in part on the reservation of banking to the incorporated 
banks. 

5 Ibid., 2 Cowen 710. Chief Justice Bronson of the state Supreme Court pointed 
out in 1845 that the bank monopolies had existed not by virtue of charter but by 
virtue of the restraining laws (De Bow v. the People, 1 Denio 12). 
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was restated and strengthened;* the law of 1818 not only fore- 
bade individuals to engage in “banking,”’ but specifically included 
receipt of deposits in the forbidden function. From the modern 
point of view, it would seem natural if these restraints had been 
advocated on the ground that they protected the public from ir- 
responsible bankers, but it is doubtful if that consideration re- 
ceived much if any thought. The protection of the public was 
less emphasized then as a function of government; indeed, it was 
government itself that the public feared and sought to be pro- 
tected from. People wanted as little of it as possible. And this 
was largely because government was felt to be inherently favor- 
able to privilege and unfavorable to individual liberties—as in the 
matter of these restraining laws was precisely the case. Their re- 
affirmation was, therefore, provocative. At the same time it is 
significant that to those persons who desired reaffirmation, the 
defense of existing grants and covenants was a self-evident obliga- 
tion of the state. To them charters were “sacred,” and social Con- 
sequences had nothing to do with the matter. 

But the more charters were safeguarded by the ins, the more 
they were sought by the outs. They were haggled for with the 
legislators, who listened now to the monopolists and now to those 
who would be monopolists. Things came to such a shameless pass 
when a bill to charter the Bank of America was pending in 1812, 
that the governor peremptorily prorogued the legislature for two 
months. Jabez Hammond, a contemporary, says:’ 


When the message was read in the assembly a scene of confusion and up- 
roar ensued, and, for a few moments, outrage and violence. Under the con- 
stitution of 1777, the governor possessed the power of prorogation, but it 
had been considered as a remnant of royal prerogative, unsuitable to the 
genius of our government; and I am not aware that, in time of peace, it had 
ever before been exercised. 


Prorogation availed little; for as soon as it sat again the legis- 
lature granted the charter. But the public had been scandalized, 


6 An Act to Prevent the Passing and Receiving of Bank Notes Less Than the 
Nominal Value of One Dollar, and to Restrain Unincorporated Banking Associa- 
tions, passed April 6, 1813; and An Act Relative to Banks and for Other Purposes, 
passed April 21, 1818. 

7 Jabez Hammond, History of Political Parties in New York (Albany, 1843), I, 
309. 
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as it had been by the bargaining in 1803 and 1805 for the charters 
of the State Bank of Albany and the Merchants Bank of New 
York, and in 1821 a provision was embodied in the new constitu- 
tion, which was intended, so contemporaries said, to discourage 
the evil. This provision was that “the assent of two-thirds of the 
members elected to each branch of the legislature shall be requisite 
to every bill . . . . creating, continuing, altering, or renewing any 
body politic or corporate.’”* 

It was an unsophisticated convention that thought it could 
purify the zeal for charters by merely hanging them higher on the 
tree, but that it did think so is evident in the proceedings and 
elsewhere. Several years later, Chief Justice Nelson of the Su- 
preme Court, who had been a member of the convention of 1821, 
gave in one of his opinions the following explanation of the restric- 
tive clause.® 

.... private corporations had multiplied to an extent that had attracted 
public attention, especially banking institutions. These had been sought for 
with zeal and their enactment attended with circumstances that awakened 
public suspicion and alarm. So extreme had the evil become at one period of 
our history that the chief magistrate of the state felt it his duty to exercise 
the power then existing in the constitution of proroguing the legislature, 
and was triumphantly sustained by the people in the execution of this high 
and delicate trust. The fact affords strong evidence . . . . of the scope and 
purpose of the clause If we resort to the history of its introduction into 
the new constitution, the above view will be confirmed. Mr. King... . re- 
ported the section; and . . . . said that the committee had looked upon the 
multiplication of corporations as an evil; they had been created for a variety 
of purposes; they were exceptions to the common law; they could not be pro- 
ceeded against in the ordinary way of prosecutions against individuals in 
courts of justice; they ought not to be increased, but should be diminished 
as far as could be done consistently with the preservation of vested rights. 


The reasoning, which was pretty naive, seems to have run like 
this: corporations are monopolistic—therefore have as few of 
them as possible, for the more corporations the more monopoly. 
That, to be sure, is one way of looking at it. A modern writer, Mr. 
Constant Lambert, seems to have approached a similar problem 
rather more intelligently when he observed that there were two 
ways of getting rid of the House of Lords—one was to abolish it, 


® Art. 7, sec. IX, Constitution of 1821. 9 People v. Morris, 13 Wendell 336. 
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the other was to let everybody become a member. But the con- 
vention of 1821 did not aspire to abolish monopoly, and the alter- 
native of letting anybody form banking corporations could not yet 
be taken seriously. 

The impracticability of the restricting clause soon became ap- 
parent. Its “only effect,” Jabez Hammond complained, “has 
been to increase the evil by rendering necessary a more extended 
system of corruption.”*® In 1824 a charter was being sought for 
the Chemical Bank of New York. Charges of bribery were made 
and a legislative committee was appointed to investigate them. 

The evidence . . . . afforded a most disgusting picture of the depravity of 
the members of the legislature . . . . and indeed of the degradation of human 
nature itself. The attempt to corrupt, and in fact, corruption itself, was not 
confined to any one party. It extended to individuals of all parties 
short, it was evident that the foul and sickening scenes of 1812 had been 
reenacted in 1824." 

This was an awkward outcome of constitutional reform, but 
the matter was seen to be even worse when the novel idea was con- 
ceived of a general law opening the business of banking not to a 
few grasping and privileged corporations but to the numerous 
and grasping democracy itself. Then, indeed, the constitutional 
shoe began to pinch. For it obstructed individualism quite as 
much as it obstructed monopoly. 


II 


To this idea of a general law under which an unlimited number 
of banks might be formed, several developments contributed.” 
For many years general laws authorizing the incorporation of 
academies, libraries, medical and religious societies, and manu- 
facturing companies had been in effect. At the same time, as 
banks became more numerous there arose a generic conception 


Hammond, of. cit., I, 337. " Tbid., Il, 178-79. 

” The novelty of the idea is indicated in the following remark of a justice of the 
Michigan Supreme Court with reference to the circumstances under which, in 1835, 
Michigan adopted a restriction in its constitution similar to that in the New York 
constitution of 1821 and evidently based thereon. “A general law, by which indi- 
viduals . . . . could multiply indefinitely monied corporations, was unknown in the 
history of legislation, either in this state or any other state or country” (1 Douglas 


355). 
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of them also, even while they remained monopolies, as is clearly 
reflected in legislation applying to them as a class." 

Another condition was the passionate craving for credit that 
had fastened itself on the people."* The panic of 1837 punished 
them for speculation but did not cure them of it. There was still 
a belief in luck and in America. There were still canals and rail- 
ways to be built. There was still a wilderness to be surveyed into 
town lots. So broad was the acquisitive horizon that it was felt 
that economic destiny would be tragically thwarted if credit were 
not made more plentiful. This credit that was craved was almost 
wholly long-term credit, but in a boisterous era of expansion no 
great heed was paid to nice discriminations even during periodic 
setbacks, nor to the propriety of having banks extend permanent 
accommodation against demand liabilities. What was wanted 
was “money,” and the way to get it was to have “banks.”’ There 
was no differentiation as to either. 

More directly to the point was the expiration of the federal 
charter of the Bank of the United States. Jabez Hammond 


wrote :*5 
The anticipation of the annihilation of the United States Bank, which 


was entertained by all after the veto of the president of the bill renewing its 
charter, induced the most cautious statesmen to believe that the bank 
capital in the several states might be safely increased; and the eagerness for 
possessing bank stock produced at the next session of the legislature after 
the veto, and at every succeeding session, numerous and pressing applications 
for bank charters. An investment in bank stock was exceedingly productive 


"3 E.g., the Safety Fund Act of 1829 and the act adopted in 1825 “to prevent 
fraudulent bankruptcies by incorporated companies,” an unusual measure accord- 
ing to Chancellor Kent (Commentaries, 4th ed., II, 314), “for the English bankrupt 
laws and the general insolvent laws of the several states never extended to corpora- 
tions,” except, as he later noted, for a New Jersey statute of 1810 applicable to 
banks. 


"In 1836 Gallatin, who, however, was in favor of free banking, wrote as follows: 
“.... the bank-paper mania has extended itself so widely that I despair of its being 
corrected otherwise than by a catastrophe. The energy of this nation is not to be 
controlled; it is at present exclusively applied to the acquisition of wealth and to 
improvements of stupendous magnitude. Whatever has that tendency, and of course 
an immoderate expansion of credit, receives favor’ (Henry Adams, Life of Albert 
Gallatin, p. 653). 


‘Ss Hammond, op. cit., II, 447. 
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when the United States bank was in full operation and the governmental 
deposits were made in that bank. What then must be the value of stock 
when the national deposits were transferred to the state banks; and when the 
United States Bank should cease to exist in those states where, as in the 
state of New-York, a monopoly of banking was, by the restraining law, 
secured to chartered banks? 

In the light of all these circumstances, the rise in New York of 
the “Equal Rights” party, or ‘“‘Loco-focos,” whose aim was de- 
struction of special privileges, particularly in the form of bank 
charters, and the opening of economic and speculative oppor- 
tunity to all, was nothing miraculous. 

Of course, established privileges did not break down all at 
once. In 1830 the New York restraining acts forbidding the prac- 
tice of banking to individuals and unincorporated banking houses 
were actually renewed. In 1835 there was an attempt to repeal 
them, but “so strong was the feeling in the legislature in favor of 
confining the business of banking to chartered companies” that 
the attempt was “entirely unsuccessful.” 

There were jurisprudential difficulties also; when the question 
was referred to Attorney-General Bronson as to whether the legis- 
lature could constitutionally provide for the incorporation of 
voluntary associations in indefinite number, he held that it could 
not, but must act directly in every grant of corporate privileges, 
creating one or a greater definite number of corporations in par- 
ticular."® . 

Yet the Loco-foco idea of “equal rights” was winning ground. 
In 1837 Governor Marcy’s message dealt chiefly with the desir- 
ability of modifying the restraining laws so as to authorize indi- 
viduals to receive deposits and make discounts; and a law to that 
effect was adopted the same year."® 

This, of course, was merely a fractional victory for the Loco- 
focos in their demand for “free” banking. It did not include the 
precious right to issue circulating notes, which the populace has 
always been ready to think a veritable alchemy. It did not grant 

© Revised Statutes of New York, 1830, I, 711-13. 

7 Hammond, o#. cit., II, 448. "8 New York Senate Doc. No. 4, 1835, Pp. 13- 

% An Act to Repeal in Part the Revised Statutes Relating to Unauthorized 
Banking, passed February 4, 1837. 
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the proprietors exemption from personal liability, a privilege de- 
nounced by those who owned no corporate stocks and prized by 
those who did. Furthermore—and this is of great significance to 
the whole subsequent history of the corporate form of business 
enterprise—it did not throw open to the general public the op- 
portunity of participation in banking as did the corporation with 
its widely owned shares. It was only a capitalist who could act 
upon the permission to engage on his individual responsibility in 
the business of banking, but anyone having a hundred dollars or 
so with which to buy stock could share in the profits of a banking 
corporation. How great was the demand for stock is indicated by 
the elaborate pains taken to secure equitable distribution of new 
issues, by the scandalous failures to secure it, by the avidity with 
which legislators voted for charters for corporations in which they 
were to be given shares, and by the practice to which subscribers 
to bank stock sometimes resorted of hiring draymen and other 
huskies to jostle their way to the subscription windows to get 
their names on the books.” With such hungry impatience was 
the corporate form of enterprise assimilated by Jacksonian 
democracy. 

In 1837, following adoption of the law permitting individuals 
to conduct banks of deposit and discount, a measure “authorizing 
associations for the purpose of banking” was introduced. These 
associations would make it possible for the general public to 
participate in the profits of banking, just as corporations would, 
but would avoid the name and monopolistic odor of the corpora- 
tion. But Attorney-General Beardsley, like his predecessor, held 
that the associations would in substance if not in style be corpora- 

2 At least so Gouge says of Philadelphia, though I fancy his story may be taken 
with a grain of salt. Of the “speculators” he writes (1833): “In New York their 
practice is to subscribe a much greater amount than the nominal capital, and then 
clamor for a pro rata division. In the case of the Broome County Bank, the capital 
of which was fixed at 100,000 dollars, the subscriptions amounted to eight millions. 

“In Pennsylvania, where subscriptions are not received beyond the amount of 
nominal capital, draymen and other able-bodied persons are hired by the speculators 
to get the script for them. They struggle at the windows with so much violence as to 
give and receive severe personal injury. The most disgraceful riots that occur in 


Philadelphia are those which are produced by the opening of the books of subscrip- 
tion for a new Bank” (W. M. Gouge, Paper Money and Banking, p. 74). 
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tions, that a two-thirds vote would be required to pass the law, 
and that a law authorizing an indefinite number of corporations 
would be unconstitutional.” The bill was not passed, but the 
party behind it was gaining strength. 

The Democrats, as a result of Jackson’s war on the Bank of 
the United States, had been thrown into friendly relations with 
the state banks, and the latter, fearing the popular threats which 
were now turned against their privileges, pleaded for protection. 
The Democrats were in consequence inhibited from carrying out 
the wishes of the democracy they supposedly represented. The 
general suspension of 1837 and the failure of the party to do what 
the people wanted about banking, led to the election of an over- 
whelming majority of Whigs in the next legislature, and it was 
they who, picking up the crumbs of Jackson’s combat with the 
“Monster,” set out to subject the incorporated state banks to 
democratization. These local events foreshedowed the national 
election two years later, when the Whigs with their log cabins 
and hard cider showed to the undoing of Van Buren and the other 
Jacksonian leaders that ruggedness was a game at which two could 
play. 

Governor Marcy, though a Democrat, was committed to the 
popular demand for an end to the banking monopoly, and he now 
recommended to the new legislature that it enact a general law 
such as the previous legislature had rejected, authorizing the 
formation of an unlimited number of banks. He regarded the 
banks to be formed under the law as corporations, and felt that 
while the constitution did not forbid a law authorizing an in- 
definite number of them, it did require that such a law be passed 
by a two-thirds vote. The general disposition was, however, to 
consider the proposed banks as not constituting corporations, and 
a bill to authorize “associations” was again introduced. It was 
recommended by a committee report, prolix and rhetorical, de- 
voted to a description of the evils of inflation, which by non 
sequitur were ascribed to the existing system of banking.” The 
report testified to “the spontaneous recoil of every advocate of 

New York Assembly Doc. No. 303, 1837. 

™ New York Senate Doc. No. 68, 1838, p. 1. 
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free institutions from the paralyzing grasp of monopolies,” and 
implied that if banking were made a business open to all, inflation 
would never recur. This point of view was also reflected by 
Jabez Hammond when he pointed out that the restraining laws 
had given “soulless institutions a power equal to the exclusive 
power of coining money.”*’ 

The charge of inflation was a droll one to bring against the 
chartered banks; because one principal justification for their 
monopoly was that the danger of inflation was minimized by keep- 
ing their number down. Now the discovery was made that the 
opposite was the case and that the surest safeguard against infla- 
tion lay in having as many banks as possible. In other words, the 
existing banking structure was undiscriminatingly identified with 
existing abuses. This was natural. For years banking had been 
thought of not in realistic, economic terms but politically. The 
“Bank War” had demoralized the practice of banking—so much 
so that Biddle with his derelict Bank of the United States, now 
under Pennsylvania charter, was doing as much as an embittered 
man could to deserve the discredit which Jackson had thrown 
upon him and his institution. All the banks in the country had 
suspended specie payments—a condition which, in its practical 
effects, was not so bad as a modern suspension, but was bad 
enough. Federal funds were required by law to be kept in banks 
that maintained specie payments, yet they were of necessity in 
banks that refused specie payments; government officers were for- 
bidden by law to accept notes of suspended banks, yet there were 
no other notes to accept. In New York the Safety Fund law had 
itself to be suspended. It was, on the whole, a situation in which 
banking reform was bound to be accomplished politically, with an 
ax; though as a matter of fact the technical imperfections of the 
existing system might easily have been remedied without a to-do, 
had there been coolness enough to see it. But that was impossible. 
Moreover, underlying everything else was the fact that the popu- 
lar party wanted to get into the banking business themselves. 
They believed there was money in it. 

The measure which established free banking was adopted 


*%s Hammond, op. cit., II, 489. 








196 BRAY HAMMOND 


April 18, 1838, two days after the convention in New York City 
of bankers from all over the country which voted for resumption 
of specie payments. The measure was consonant in spirit with 
the constitution of 1821, but its operation was directly opposite: 
the constitution held down the number of banks; free banking 
invited their multiplication. Most of the Democrats were loyal to 
the existing banks and voted against the new measure. It was 
adopted by a two-thirds majority of the legislators voting, but not 
by a two-thirds majority of those elected. If some future court 
decided that the ‘‘free banks” were corporations, as plenty of au- 
thorities already held, there would be trouble, since it would fol- 
low from such a conclusion that the law had not been constitu- 
tionally adopted. The majority who voted for the bill, however, 
did so on the ground that it authorized, not corporations, but a 
new kind of legal entity. And there they let the matter drop.” 


24 Michigan adopted free banking March 15, 1837, a year earlier than New York, 
borrowing the idea from New York but putting it into effect first. As in New York, 
the constitution required a two-thirds vote to make any act of incorporation valid, 
and the act received only a majority vote. In 1844 it was declared unconstitutional 
by the state Supreme Court (Green v. Graves, 1 Douglas 351-72). 

The Court took cognizance of the argument that the free-banking law was anti- 
monopolistic, complied with “the doctrine of equal rights and equal privileges,’’ and 
harmonized in spirit and purpose with the constitutional restriction; but was un- 
impressed by it. Justice Whipple in delivering the Court’s opinion found the reas- 
oning plausible, but doubted its soundness. His argument against it is illuminating. 
‘All corporations,” he said, “‘are to a certain extent monopolies,” and he quoted 
with approval the opinion of another court that “exercise of the corporate franchise 
is restrictive of individual rights.”” He failed to see that corporate “monopolies” 
authorized wholesale were any the less monopolies. He said finally: “It is to be 
lamented that the grave question we are now called upon to decide was not pre- 
sented to this Court at an earlier period, and immediately after the passage of the 
obnoxious act. Our decision would have stayed the torrent which has swept over 
the state with effects so desolating, and preserved individual and state credit from 
the stigma and reproach which befel both; ... .” 

Practically all the Michigan free banks, more than forty in number, failed before 
the law was three years old. Their fugitive existence was given a lively description 
by the state banking commissioners in their report, January 18, 1839 (House Exec. 
Doc. 227, Twenty-fifth Congress, 3d Sess., p. 641). 

The Michigan law had been known, of course, in New York. The Albany Argus, 
February 9, 1838, quoted as follows from the message of Governor Mason of Michi- 
gan: “The principles under which this law is based are certainly correct, destroying 
as they do the odious features of a bank monopoly and giving equal rights to all 
classes of the community.” 
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III 


Despite these doubts as to the constitutionality of the act and 
of the banks to be formed thereunder, the organization of free 
banking associations began immediately. And so did their legal 
difficulties. In 1839 the Bank of Central New York sued Samuel 
D. Dakin for payment of a note, bringing suit, as the free banking 
act prescribed, in the name of its president, Anson Thomas—this 
procedure being one of the stigmata supposedly distinguishing 
the free banks from corporations.’ 

The defense did not deny the indebtedness, but pleaded on 
demurrer that, among other things, the general banking act au- 
thorized the creation of an indefinite number of corporations at 
the pleasure of individuals, and was therefore ‘‘unconstitutional 
and void,” and that the plaintiff bank as a creation of that act 
was “consequently illegal and void.” The plaintiff joined in de- 
murrer. 

The Court’s unanimous decision was that the bank was a cor- 
poration, as the defendant argued, but it did not hold, as the de- 
fendant further argued, that the bank was therefore unconstitu- 
tional; instead, by a two-to-one opinion, it held that the constitu- 
tion allowed adoption of a law authorizing the creation of an in- 
definite number of corporations. The minority justice, Greene C. 
Bronson, held that such a law was essentially unconstitutional, 
as he had held in his opinion as attorney-general in 1835. 

The arguments of counsel that the banks were not corporations 
leaned heavily on tradition. They were not corporations, because 
they were not creations of the sovereign power, and because the 
law gave them no name and no power to use a seal or pass by- 
laws. It was argued that an individual person authorized by the 
act to engage in banking certainly was not a corporation—and 
this point was later upheld.” Counsel pointed to the specific ex- 
emption of shareholders from personal liability and to the specific 


** Thomas v. Dakin, 22 Wendell 9-112. 

* Cuyler and Sexton v. Sanford, 8 Barbour 225. The Court said (p. 230): “It is 
sufficient to mention one indispensable characteristic of a corporation to show 
that an individual banker cannot be one; and that is that its principle of succession 
and perpetuity for the period of existence assigned to it by its creator.” 
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grant of perpetual succession—characteristics possessed by cor- 
porations inherently without need of bestowal—and asked, “why 
such a provision if these associations are thought or intended to be 
corporations?” The free banks were “a new mode of union, un- 
known at the time of the adoption of the constitution, and falling 
within no description or definition of ‘bodies corporate.’ ” The 
free banking act was, in effect, merely a repeal of existing re- 
straints on banking; it was wholly in accord with the spirit of the 
constitution in striking at monopoly, and “not within the mis- 
chief contemplated by it.” 

Opening at once, to a whole community, the business of banking, allowing 
all to bank who choose, is a very different measure, rests on entirely different 
principles of policy and must be followed by entirely different results, from 
increasing from time to time, under a strong external pressure upon the legis- 
lature, stimulated by individual interest, private and exclusive corporate 
privileges for banking Nor does anything more satisfactorily prove the 
certainty of the overthrow of the banking monopolies of this state and the 
suppression of their spirit, than the early, steady, active and persevering 
opposition of the holders of the exclusive charters to the new general system.”’ 

In setting up this new system, counsel said, the legislature had 
carefully avoided authorizing corporations; and he insisted that 
“a judicial tribunal should hesitate in declaring that a legislative 
department had done that which they did not intend to do and 
expressly declared they had not done.” 

These arguments were sound politically, but the Court refused 
to accept them, though it gave judgment to the plaintiff, whose 
arguments they were. (The Court, indeed, denied a principal con- 
tention of each litigant: it declared, contrary to the plaintifi’s 
plea, that the banks were corporations, and contrary to the de- 
fendant’s plea, that a law authorizing an indefinite number of cor- 
porations was constitutional.) It held unequivocally that the 
banks had the essential powers and faculties of corporations and 
therefore were corporations no matter what name the statute 
gave them. And it was that capacity, Chief Justice Nelson held, 
“by which a perpetual succession of different persons shall be re- 
garded in the law as one and the same body,” which more than 
anything else distinguished the banks as corporations. 


27 Thomas v. Dakin, 22 Wendell so. 
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The opinion of the court, which was legalistic and reactionary 
in form, was pregnant and revolutionary in substance. It estab- 
lished an identity between two things that were popularly re- 
garded as antithetical—it asserted that the new instrumentalities 
of individualistic enterprise were legally one with the old instru- 
mentalities of oppression, however much they might differ in their 
inventors’ opinion. By the same token it exhibited the corpora- 
tion as not necessarily monopolistic, but as a common, demo- 
cratic, and modestly privileged device, with which laissez faire 
was to accomplish more than it ever could have done with sheer 
individualism. 

Meanwhile, however, there was another issue which the court 
did not even attempt to settle: granting the banks were corpora- 
tions, had the law been constitutionally adopted? This question 
the justices avoided. Chief Justice Nelson said that the legisla- 
ture had no power to pass the general banking law by a majority 
vote, but that it might pass it by a two-thirds vote. What it did 
do, he forebore to mention. Justice Cowen said that the law was 
constitutional if passed by a two-thirds vote, and that the Court 
must presume that it had been so passed. 


We must clearly do so until the fact is denied by plea. The requisite con- 
stitutional solemnities in passing an act which has been published in the 
statute book, must always be presumed to have taken place until the con- 
trary shall be clearly shown. 


It was notorious, of course, that the law had not been passed 
by a two-thirds majority. Yet the Court contrived to take cogni- 
zance of the problem potential in this fact—now that the banks 
had been found to be corporations—without, for the time, obli- 
gating itself to do anything about it. 

In January, 1840, a few weeks after Thomas v. Dakin, two 
other cases identical with it in issue came before the Supreme 
Court. In each a free bank was suing a debtor for payment of a 
note, and in each the defense put in demurrers contending that 
the banks were corporations and that they were formed under a 
law that was unconstitutional. In both, as in the previous case, 
the Court gave judgment to the plaintiffs, accepting the de- 
fendants’ contention that the banks were corporations, but reject- 
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ing their contention that the law was unconstitutional. These two 
new cases, however, Warner v. Beers and Bolander v. Stevens, were 
immediately taken by writs of error to the Court for the Correc- 
tion of Errors, where they were argued in February, 1840.8 

The Court for the Correction of Errors was then the highest 
court in the state. It comprised the state senators, the president 
of the Senate, the chancellor, and the three justices of the Su- 
preme Court. The chancellor and Supreme Court justices could 
vote only on cases that had not previously come before them, and 
the president of the Senate voted only when there was a tie. 
All, however, could join in the discussion of cases. The members 
of the Senate, of course, were under no like restraint, and could 
vote as judges on matters on which they had previously voted as 
legislators. 

The pleas before the Court for the Correction of Errors in the 
two cases that now came up were again the same as in Thomas v. 
Dakin before the Supreme Court—that the banks were corpora- 
tions, and that the law was unconstitutional in authorizing an un- 
limited number of corporations—but there was also included the 
point omitted in the earlier case, viz., that the law had lacked a 
constitutional majority. Counsel urged that: 


This court ought to, and will, as the Supreme Court should have done, 
take judicial notice without plea by what majority the act to authorize the 
business of banking was passed. 


The fact, he said, that the act was 


published in the session laws by the printer to the state without the certifi- 
cates of the manner of its passage, which appear on the act in the office of the 
Secretary of State, furnishes no reason for the court’s indulging presumptions 
against the truth, or omitting to look into the original act in the office, or 
shutting their eyes against its publication in the state paper, or for professing 
ignorance of what they are presumed to know and do in fact know. 


The Court, in formulating its judgment, was forced to split 
hairs. It could not admit that the associations which as a Senate 
it had differentiated from corporations were really corporations 
after all, for that, as counsel said, would make them unconstitu- 
tional. Neither could it affirm, confidently and unqualifiedly, that 


*8 Warner v. Beers and Bolander v. Stevens, 23 Wendell 103-89. 
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they were not corporations. Chancellor Walworth showed them 
the way out. He elaborated the argument that the constitution 
was “not in all cases to be construed literally,” but “according to 
its spirit and intent, so as to carry into effect the will of the con- 
vention and of the people.” The Court must contemplate “the 
evil intended to be remedied.” This evil was monopoly. The con- 
stitutional restriction was intended to guard against the increase 
of corporations with “exclusive privileges not enjoyed by the 
citizens at large,”’ and “placed beyond the reach of general legis- 
lation either for a modification of their powers or the repeal of 
their charters.”” The law of 1838, according to the Chancellor, 
did not conflict with this intent. The constitutional restriction 
had “‘clearly failed to secure . . . . the benefits proposed,” and it 
was therefore all the more improper to make it interfere with a 
law wholly congenial to it in spirit or intent—a law “which 
neither creates monopolies, nor secures to any individuals privi- 
leges which may not be enjoyed in the same manner by all 
others.” 

The president of the Senate, Luther Bradish, delivered a con- 
current opinion. The free banks were “not corporations, within 
the spirit and true intent of the constitution.” Corporations with 
exclusive banking powers had become odious. The people claimed 
to be restored to their original equal rights 
taken from them by the Restraining Laws They demanded that the 
right to deal in money should be as free in its exercise as that of dealing in 
wheat or in cotton bales, having always a due regard to the soundness and 
safety of the currency. 

After considering these discussions, the Court of Errors affirmed 
the judgment of the Supreme Court that the two banks were en- 
titled to recover the money they had lent, but repudiated its 
opinion that they were corporations—much as the Supreme 
Court itself had done in granting the plaintiffs’ plea and rejecting 
their argument. It first resolved that the act of April 18, 1838, 
authorizing the business of banking was valid and constitutional- 
ly enacted, although it may not have received the assent of two- 
thirds of the legislators. It next resolved that the banks formed 
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under the law were “mot bodies politic or corporate, within the 
spirit and meaning of the constitution.” 

In the next case that came up, The People v. Assessors of Water- 
town, the bank involved was resisting payment of a corporate tax 
on the ground that—as just resolved by the Court of Errors in 
Warner v. Beers—it was not a corporation.”? The Supreme Court, 
uncowed, declared that it was a corporation. Justice Bronson 
used these astounding words:*° 

An association under our general laws for a village library, or to tan hides, 
possesses all the essential attributes of a corporation in as great perfection 
as the Bank of England or the East India Company. 


He said further: 

It may be true, as has been argued, that the legislature intended to make 
a legal being and give it all the essential attributes of a corporate body, and 
yet that it should not be a corporation. That the legislature could not do. 
....+ The constitution of things—the order of nature—forbids it. Human 
powers are not equal to the task of changing a thing by meve!y changing its 
name. 

A year later, in The People v. Supervisors of Niagara, the 
Supreme Court had another opportunity to affirm that the free 
banks were corporations.* In this case again a bank resisted pay- 
ment of a corporate tax. The decision was against it and it ap- 
pealed. The Court of Errors, notwithstanding its declaration 
that the free banks were not corporations within the meaning 
of the constitution, now found that they were corporations within 
the meaning of the tax law. 

This was a dangerous distinction. It played directly into the 
Supreme Court’s hands, and the Supreme Court made the most 
of it next year, when, in De Bow v. the People, the familiar ques- 
tions were again presented.* 

DeBow was a person who had been convicted in a lower court 
of having in his possession counterfeited notes of the Bank of 
Warsaw, which he passed with the intent of defrauding the bank. 


29 The People v. Assessors of Watertown, 1 Hill 616-23. 3° Ibid., p. 622-23. 
3 The People v. Supervisors of Niagara, 4 Hill 20-26. 

32 Supervisors of Niagara v. the People, 7 Hill 504-18. 

33 De Bow v. the People, 1 Denio 9-19. 
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His defense was that the act under which the bank was formed 
was unconstitutional and void because it had not received a two- 
thirds majority, and that there was no body existing in law by 
the name of the Bank of Warsaw capable of being defrauded. 

The Supreme Court agreed with him. Chief Justice Bronson 
paid his respects in advance to the higher court by declaring that 
“no judge could ever respect himself after holding that these 
banks are corporations within the meaning of the tax law, and yet 
that they are not corporations within the meaning of the constitu- 
tion.” Moreover, he said irreverently that the higher court’s reso- 
lution in Warner v. Beers, to the effect that the free banks were 
not corporations within the meaning and spirit of the constitu- 
tion, was merely “entitled to some weight as expressing the views 
of several gentlemen of great respectability on a question of pub- 
lic importance,”’ but was not to be considered a judicial decision. 

Chief Justice Bronson also pointed out that the question if the 
law were constitutional, not having received a two-thirds vote, 
could now be determined.*4 

It is now settled [by the Court of Errors] that it is the business of the 
court to determine what is statute as well as common law; and for that pur- 
pose the judges may and should, if necessary, look beyond the printed 
statute book and examine the original engrossed bills on file in the office of 
the secretary of state; and it seems that journals kept by the two houses may 
also be consulted. 
The conclusion of the Court was emphatic:* 


Having examined and ascertained that the general banking law did not 
have the assent of two-thirds of the members of either house, it follows 
that so far as it authorized the forming of corporations or associations it is 
utterly void; and the banking companies which have been organized under 
it have no legal existence.%® 


The defendant, accordingly, whose fraud seems to have been 
neither denied nor doubted, was nevertheless not guilty and 
about half the banks in the state had no legal standing. These 
were major words. And they were confirmed in the next case that 
came up, Gifford v. Livingston, where a bank sued to recover on a 


34 Jbid., 1 Denio 14. 38 Jbid., 1 Denio 18-19. 
3 This decision in 1845 echoed the Michigan decision to parallel effect in 1844. 
See n. 24. 
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note, the defendant demurred that the bank had no legal exist- 
ence, and the Supreme Court held accordingly. So far as that 
court was concerned the banks could neither defend themselves 
from fraud nor enforce payment of debts due them; though, on 
the other hand, there was the possible compensation that they 
might not have to pay taxes. 

The case went to the Court of Errors, with Chief Justice Bron- 
son’s acid compliments. And that court again bestrode the issue, 
under Chancellor Walworth’s ingenious leadership.*7 The Chan- 
cellor said that in Warner v. Beers it had been decided that the 
banks were not corporations within the meaning and spirit of the 
constitution, and that if ever there was a case in which the prin- 
ciple of stare decisis was to be applied, it should be in this. He 
spoke of the millions of dollars that had been invested in free-bank 
stock, of the notes of the banks in circulation “to an immense 
amount,” of the loss to the creditors of the banks if the banks were 
to be found without legal existence, and of the other existing legis- 
lation that must be invalid if the free banking act were found to 
be unconstitutional. 

The Chancellor also pointed out that the legality of the banks 
had been conceded by the Supreme Court itself in The People 
v. Supervisors of Niagara when it awarded a mandamus putting 
a free bank on the assessment rolls. For, he said, “It is evident 
that if the general banking law was unconstitutional, an associa- 
tion attempted to be created under it would have no legal exist- 
ence.” If it were unconstitutional, then “there was no such legal 
beirg as the Bank of Lockport to be taxed.” And the Court, he 
said, might with the same propriety have ordered that the name 
of the town pump of Lockport be put on the assessment rolls, 
and that it be taxed as a corporation. 

The Chancellor was giving the Chief Justice tit for tat. But he 
had no case; the Supreme Court had not been inconsistent. The 
question whether the law had been constitutionally passed was 
first presented in such form that the Supreme Court could answer 
it in DeBow v. The People. And as soon as presented it had been 
met. 

37 Gifford v. Livingston, 2 Denio 380-402. 
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Nevertheless, the Chancellor had the Senators with him. In 
a conflict between a primitive requirement of the constitution and 
a pressing issue of existing economic and political fact, a court of 
dernier resort which comprised legislators rather than jurists 
would decide predictably, especially with a resourceful jurist on 
their side and the principle of stare decisis to stand on. The Sena- 
tors could not forget who elected them nor feel too much bound 
by the admittedly unwise mandate of a constitutional convention 
of twenty-five years past. They continued to hold that the banks 
were not corporations within the meaning and spirit of the con- 
stitution. They declared that in Warner v. Beers it had been de- 
cided that the free banking act was “valid and was constitu- 
tionally enacted, although it may not have received the assent of 
two-thirds of the members elected to each branch of the legisla- 
ture; and that the decision in that case is conclusive.’’5* 

This decision, December 30, 1845, was one of the last pro- 
nounced by the Court for the Correction of Errors, for by the 
new constitution of the year following the Court was discontinued. 
In its place was set up a Court of Appeals, purely judicial in its 
composition. The new constitution also omitted the requirement 
of a two-thirds majority for all laws creating corporations. It 
stipulated in Article VIII that the term “corporation” should in- 
clude associations and joint-stock companies; and that “the legis- 
lature shall have no power to pass any act granting any special 
charter for banking purposes; but corporations or associations 
may be formed for such purposes under general laws.” 


IV 


The conflict between the Supreme Court and the Court of 
Errors was ended. The Supreme Court had won its point that 


3° The New York Tribune referred to the decision of the Court of Errors in Gifford 
v. Livingston in an editorial in its issue of January 3, 1846, under the caption, “All 
Right with the General Banking Law.” It said: “This decision is final, there being 
no higher tribunal to appeal to. So the General Banking Law stands firm. We 
regard this as a most just and salutary decision and congratulate the People of our 
State that this lony vexed question is at last put at rest.” 

In its issue of May 3, 1845, the Tribune had noticed and condemned in its com- 
mercial and financial news an attempt, allegedly of the incorporated banks, to get 
the general banking law repealed. 
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the free banks were corporations, and the Court of Errors, as it 
drew its last breath, had been allowed its contention that they 
were not constitutionally null and void. 

Yet the settlement of the conflict was curiously undramatic. 
For the language of the new constitution was not what settled it. 
That language was not retroactive; it cleared the situation for the 
future, but it did not say that the free banks were outside the 
purpose of the old constitutional restriction and therefore not de- 
pendent on whether the law authorizing them had been adopted 
by a two-thirds vote. Indeed, since it said, as the Supreme Court 
had declared, that the free banks were corporations, it might 
easily have been used to support the Supreme Court’s contention 
in DeBow v. the People that they were nullities. But the Supreme 
Court had nothing to gain by pursuing the issue beyond the 
grave. It could well afford to keep silent over a dead court’s 
declaration as to the requirements of a dead constitution—par- 
ticularly since the dead court lived on unimpaired as the upper 
branch of the legislature, which presumably could, if provoked, 
pass an act validating under the new constitution the free banks 
organized under the old. 

In the light of these circumstances, it is not surprising that in 
1850, Chief Justice Bronson, who after fifteen years’ firmness on 
the question was presiding on the new Court of Appeals bench, 
could remark urbanely in Gillet v. Moody that “it is now settled 
that the free banks have a legal existence.’”’5® Since he cited no 
authority for this in a passage where nearly everything else he 
said was bolstered with a citation, the likelihood appears that 
his own satisfaction with developments was what really settled 
the matter. No controversy could have had a quieter end; the 
issue which had for years troubled the courts and clouded the 
legal status of the banks came to an end in the subordinate clause 
of an unessential sentence referring to the free banks’ timid per- 
sistence in “the inconvenient practice of using the name of the 
president in bringing suit.” 

Moreover, although in the same case Chief Justice Bronson 
explicitly reaffirmed that the free banks were corporations, he did 


39 Gillet v. Moody, 3 Comstock 479-88. 
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so without reference to what the constitution said to the same 
effect. The same affirmation had been made by the Supreme 
Court in 1848 without mention of the constitution, and was to 
be stated again and again in subsequent cases, mainly as a matter 
of form.*° What Chief Justice Bronson now said in Gillet v. 
Moody was:* 

That these associations are corporations, and moneyed corporations, had 
been directly and expressly adjudged by the highest courts in the state. 
They are not corporations in a qualified sense, as within the interest and mean- 
ing of some particular statute; but are corporations to all intents and pur- 
poses. If anything can be settled by judicial decisions, this is settled. 

For a matter of eight years, the question had been in doubt and 
during that time what the law was depended largely on which 
court the question was before. The free banks had survived a de- 
liberate and well-considered judgment that they were without 
legal existence. The corporate form of business organization, as 
a result of insistence on its legal essentials, had completely 
changed its political skin—it had become dissociated from monop- 
oly and identified with laissez faire and individualism. 

Its transition from a privileged, monopolistic device to a free 
and democratic one was the more marked in the case of banking 
because most other varieties of economic enterprise had less fre- 
quently had the corporate form. Manufacture and trade had 
been prevailingly individualistic. Banks, however, had long been 
corporate, not exclusively but commonly enough, and in conse- 
quence the transition they had to go through was not from the 
inchoate to the clearly defined, but from one clearly defined form 
to a distinctly different form politically incongruous with it. In 
the episode that has been reviewed this transition was made the 
more difficult because the original form had been legally crystal- 
lized by the fundamental law and made unamenable to the 
necessities of economic evolution. 

Yet it cannot be said that the jurists who adhered to the con- 
stitution were blind to realities. In DeBow v. the People, Bronson 

4 Leavitt v. Blatchford, 5 Barbour 9-37. Digests of the cases I have mentioned 
and of numerous others will be found in John Cleaveland’s Banking System of the 
State of New York (1857), pp. 297-325. 

* Gillet v. Moody, 3 Comstock 486. 
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had acknowledged, as had many other jurists, that the constitu- 
tional restriction lay directly athwart the path of secular develop- 
ments. He had said, “I hope the day is not very distant when this 
and other kindred laws which needlessly shackle men in their law- 
ful pursuits will either be greatly modified or wholly erased from 
the statute books.”’ But, “where the constitution speaks in un- 
equivocal terms and tends to no great evil or absurdity it should 
be followed at all events—leaving the work of making amend- 
ments to the people, to whom alone it rightfully belongs.” 
Doubtless even in the year 1845 it sounded ironic to have a law 
of a previous generation preferred to a contemporary one as rep- 
resentative of the will of the people. Then as now there was 
restiveness under the fixed provisions of the written constitution. 
But the grounds for restiveness have greatly changed. A century 
ago men complained that economic enterprise was too much 
shackled by the fundamental law; today they complain that it is 
not shackled enough. Conflict between economic interest and 
fundamental law persists, but the issue between them is quite re- 
versed. The popular movement of that time was to make banking 
a business open to all. Less than a hundred years after that objec- 
tive was attained a popular movement has arisen to close the busi- 
ness of banking to all and make it a function of the state. 
However, it is interesting to observe that in the New York 
cases the path of economic evolution was ultimately cleared for the 
banks by the stubborn insistence of fhe strict constructionists that 
a corporation was a corporation no matter what it was called, 
and that the constitution must be obeyed in the letter, no matter 
what its thought may have been. Had the liberal view prevailed 
that the spirit of the free banking law was one with the spirit of 
the fundamental law of 1821—which was a fact—that its pro- 
visions were not within the mischief contemplated by the funda- 
mental law, and that the free banks, though corporations, were 
not corporations within the meaning of the fundamental law, then 
in addition to corporations there would have been a special kind 
of entity, represented by banks, with a legal status of its own. 
The effort to avoid colliding with the constitution might have 
succeeded, but only by perpetuating an awkward adjustment of 
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legal to economic fact. On the other hand, the strict construc- 
tions of Justice Bronson courted the collision, and as a result of 
his insistence upon what the constitution required, the constitu- 
tion had to be re-written. So the banks in the long run fared 
better at the hands of the man who outlawed them than they 
would if their friends had procured for them a special and uncer- 
tain status by subjective interpretations of the fundamental law. 

The Act of 1838 had been made to authorize associations, be- 
cause corporations implied monopoly and were under constitu- 
tional restriction, yet the word “association” was not now dropped 
because it had become otiose. People who draw statutes are like 
people who save string—they never throw language away. The 
word was kept, but newly defined as the synonym of the word 
whose antonym it had originally been. And our state and na- 
tional banking laws still denominate banks “associations” as the 
New York statute did, though the only present effect of doing so 
is to perpetuate uncertainty and the necessity of additional lan- 
guage to clear up the uncertainty. Associations, it is explained, 
are corporations. 

Thus the statute at length acknowledged the facts, yet it still 
continues to snub them. 
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O THE economist, the title above may seem like a rattling 

of dry bones. The very antiquity of the subject perhaps 

may excuse the temerity of a mere mining engineer in 
resurveying the field with what he hopes is a fresh viewpoint. The 
discussion is confined to metal resources, though much that is said 
applies with equal force to coal, petroleum, and other minerals. At 
the start, some of the axioms oi the mining industry should be ex- 
amined; not that their fundamental truth is open to question but 
because their bald phrasing needs some qualification. 

We are told that mining is a one-crop industry; that mineral 
once extracted can never be replaced. There are at least three 
thoughts that warrant consideration alongside this statement. 
The declaration is true specifically when applied to any deposit 
now being mined or capable of being mined under present condi- 
tions. However, it must be remembered that a rise in price or an 
improvement in production technique has often in the past and 
will in the future cause the reaping of what to the mine owner will 
appear quite like a second crop of metal from the supposedly ex- 
hausted mine. It may safely be said that, when and if the time 
arrives when the new production of any metal or mineral ceases 
because it becomes unprofitable, there will still be left in the easily 
reached part of the earth’s crust more of the mineral than was ever 
taken from it, and an improved technique for finding and working 
ores may still cause a revival. 

The second factor that will temper man’s fate in regard to min- 
eral exhaustion is that metals are naturally durable things and 
hence tend to accumulate in industry. Some metals, notably gold, 
owe their principal value to this resistance to oxidation and decay. 
Others could and would have a longer life if it was not cheaper to 
replace than to preserve them; a situation that would alter quickly 


210 
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if more efficient means of protecting them were developed or if an 
impending failure of supply increased the price. 

A third factor in this vital question of the future supply of 
metals is the ease of substitution. In the increasingly complex in- 
dustrial competition, metals and alloys retain their position only 
because they best fulfil the demands of a certain service at a price. 
Even a slight change either in the specific service requirements or 
in the price will open up the field to the next alloy or metal in line. 
For example, the choice between copper and aluminum for high- 
tension transmission lines must be redetermined for each new in- 
stallation, depending on the relative prices of the two metals and 
the voltage to be transmitted. As the cheaply mined deposits of 
metals approach exhaustion, the scarcer metals will find their 
places taken by the more plentiful. Iron and aluminum differ from 
all other useful metals in being major constituents of the earth’s 
crust, so that man will have them to use so long as he does not 
entirely upset the surface of the globe. 

That metals are found in commercially useful concentrations in 
only a few parts of the world is another truism. This scarcity is 
only relative, however; traces of all the metals are widely known 
and subcommercial deposits are numerous. What would be a rich 
concentration of one metal would be a subcommercial deposit or 4 
mere trace of another. Radium ores formerly minable in Colorado 
produced one part of radium from about seven billion parts of 
mined ore. Gold priced at $35 an ounce will make an ore in many 
parts of this country if it occurs as one part in two hundred thou- 
sand. Copper in the mines of Michigan and in our Southwest in 
the proportion of eight parts per thousand was mined at a profit in 
1929. On the other hand, iron in the altered rocks of the iron 
ranges of Minnesota, even where it occurs as the readily concen- 
trated mineral magnetite, in the proportion of one part to four or 
five, has up to date resisted all attempts to add it to our exploit- 
able reserves. Indeed, under 1935 conditions in these same dis- 
tricts, iron ores less rich than one part in two have little or no 
market. History records an ever increasing production of minerals 
from deposits ever decreasing in richness and in favorable geo- 
graphical location, and this process may be expected to continue 
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for some time in the future. To date, improvements in production 
technique have enabled the operators of mines to meet the in- 
creased demand without any increase in selling price relative to a 
labor base. In the past, when the price of a metal has risen due to 
the development of uses permitting a higher price at a time when 
there was no visible source for an increase in production to restore 
the former price range, predictions that a new price era for that 
metal had begun have proven baseless. For example. after the 
war, lead seemed to have attained a new price status relative to its 
companion metal, zinc. So much of the current lead could be used 
for cable sheathing and for storage batteries that it looked as 
though the paint industry would have to be satisfied with zinc 
oxide instead of lead oxide as a pigment. No major new sources 
for the metal appeared possible. The rise in price quickly devel- 
oped enough new production to bring lead prices once more in line 
with those of zinc. Similar predictions, made within the last few 
years, of an impending decline in gold output seem well on their 
way toward being confounded as a result of its increased purchas- 
ing power. Gold is being mined, and will continue for some time 
to be produced, from sources rightly considered unavailable at the 
$20.67 price; the higher price has not only resulted in the mining 
of previously known leaner deposits but in new discoveries due to 
more intensive prospecting. 

The background provided above should not be interpreted as 
making the question of conserving mineral resources less impor- 
tant. It still remains true that minerals can only be mined once 
and every effort should be made to produce them in such a way 
that the maximum percentage is recovered in the first mining and 
the balance left in shape for later mining when that becomes eco- 
nomically justified. This, then, might be stated as the ideal of 
mineral or metal conservation: maximum economic production 
combined with arrangements to leave the mineral unrecovered in 
the best possible condition for subsequent mining. The most dif- 
ficult problem is to determine what this economic maximum is in 
a given operation, or to decide what sacrifice of present profit is 
justified in protecting unmined mineral, which, if it is ever to be 
recovered, may profit only the successors of the original miners. 

The two groups most concerned in conservation are the oper- 
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ators of mines and the general public. The interest of both in the 
problem has increased of late, that of the former due to enlight- 
ened selfishness, that of the latter caused by nationalistic leanings 
and a more widespread knowledge of the vital place of minerals in 
the prosecution of war. 

The objective of the operators is to make the greatest over-all 
profit from the mines, although they are anxious to save minerals 
if it does not cost them too much. Where the owner of the fee does 
not operate the mine, there may be a certain amount of conflict in 
this aim; that is, if the lease is not carefully drawn, that mode of 
operation that offers maximum profit to one party may be un- 
favorable to the other. 

The profit won from mines is different from the ordinary indus- 
trial profit in that it comes in part as a gift of nature. This portion 
resembles somewhat the unearned increment on land and has 
often in the past been considered as a prerequisite of the crown or 
of the nation. The question of “crown rights,” though it has some 
bearing on conservation and at least serves as a strong moral basis 
for government control of the mineral industry, will not be dis- 
cussed further in this paper. It should be said, however, that 
whenever the state exacts too large a portion of the profit of mines 
the result is generally a reduction in the intensity of the search for 
minerals and hence a decline in the industry. The risk rate of this 
search, even where title to the discoveries made may be obtained 
at nominal cost, is so great that any attempt of the government to 
withhold any large share will result in disaster, unless the state 
were capable of finding new mines through its own agents. This is 
a lesson that the Soviet government has been the latest to learn. 
Finding mines is probably the world’s worst-paid calling. Were it 
not for the fact that some people were born optimists, lovers of 
solitary life in the wilds, and willing to undergo any hardship if 
the chance of a great reward seems to exist, the prices of all metals 
would be above those we pay. 

The general public is interested in conservation in three ways: 
as laborers in mines and in metal-producing and fabricating 
plants, as consumers of mineral products, and as a nation in forced 
competition with other nations. 

Taking up the interests of the two groups in order, first consider 





214 ROBERT K. WARNER 


what determines the total profit of a mine, since unprofitable 
mines cannot for long employ labor or produce metals. The first 
factor is the price received for the mine’s product. This price, ex- 
cept that of gold and at the present time silver, is made in the 
market like any other price and is beyond the control of the indi- 
vidual operator except in those rare cases where the control by one 
management of unique deposits permits production at a cost lower 
than any possible elsewhere. Examples of such monopolistic con- 
trol are the nickel mines at Sudbury, Ontario, the molybdenum 
mine at Climax, Colorado, and the radium deposits of the Belgian 
Congo. The last are being threatened by new discoveries near 
Great Bear Lake in Canada. Such profitable opportunities are 
limited to a few deposits of great richness relative to any other 
deposits of the same mineral. The spread of cost between them 
and the next best uncontrolled mine measures the possible monop- 
oly profit. Producers of non-monetary metals, even when a mo- 
nopoly price is not obtained must, if large, consider the effect of 
their production or change of production on the servable market, 
which in the case of low-valued minerals may be severely re- 
stricted geographically. For example, the recent development of 
new reserves of platinum in Canada and South Africa has entirely 
altered price conditions in that market. 

The second factor determining profit is, of course, the unit cost 
of production. This cost is tied up closely with the richness of the 
ore worked, since the cost per unit excavated must be divided by 
the number of units of metal marketed per ton mined, to arrive at 
the unit cost of the metal marketed. 

Mining cost is made up of the following important items: the 
direct operating expense, which can be varied considerably by the 
careful selection of a mining system and an extraction and refining 
procedure, and which, after that choice is made, will depend on 
the efficiency and price of management and labor, and the cost of 
power and supplies. Fortunately these last three factors, being 
part of the general economic panorama, will usually vary in the 
same direction, if not to the same degree, as the price received for 
the mine’s product, and the effect of their movement on profit is 
therefore compensating. Gold mining and, at present under the 





METAL RESOURCES AND THEIR CONSERVATION 215 


“New Deal,” silver mining are exceptions in this respect, which in 
turn explains the relative prosperity of gold mining in times of 
general industrial depression, and vice versa. 

A second factor in mining cost is one that touches most closely 
the problem of conservation and one that is often given too little 
weight by the operator. It is the cost due to metal lost by leaving 
it in the mine, the tailing pile, or the slag dump. In broad terms, 
it may be said that under a given set of conditions a certain re- 
covery can be obtained with a minimum unit cost of production. 
Any recovery less than this represents simply a loss of metal to the 
public and a loss of profit to the operator due to poor manage- 
ment. Any recovery obtained beyond this figure will have an in- 
creasingly great unit cost until a point is reached when further 
recovery results in a loss to the enterprise and can be justified, if at 
all, only on the grounds that such a practice produces more metal 
for the public use and somewhat prolongs the life of the under- 
taking. 

The last factor of costs that I will consider is another that has a 
direct bearing on conservation, the cost of taxation. Taxation of 
mines, especially that by local authorities, is a more serious bur- 
den than it is on the ordinary business venture. A mine is real 
property, peculiarly suited to the enterprise, and as such there is 
no chance for the operator to protect himself by threatening to 
remove from the district in order to avoid unfair assessment. 
Moreover, the equation, total receipts less total expense (includ- 
ing capital charges and changes in book assets and liabilities), rep- 
resents a loss if negative, but if positive does not measure the 
profit made by the enterprise. In this respect a mine closely re- 
sembles that all too familiar spectacle of the times, a bank in 
process of liquidation, especially one whose assets have been ap- 
praised and sold to another. Much, if not most, of the net receipts 
will represent realization on assets. To offset this real difference 
between mining income and ordinary income, income-tax author- 
ities have justly allowed mines one of two types of concessions. 
Either a set sum per ton produced, estimated to represent deple- 
tion, is deducted to determine taxable income, or else the simpler, 
though purely empirical, rule is followed of deducting a stated per- 
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centage from the income before computing the tax. With a fair 
allowance of this kind to avoid taxing the return of capital, the in- 
come tax is probably the most equitable and least destructive form 
of taxation for mines. Taxation improperly conceived may force 
the working of mines in a way that is not technically best. For ex- 
ample, because of maintenance charges and of the high capital 
costs in the early stages of a mine, it is rarely economically ex- 
pedient to open up an orebody completely and thus disclose all or 
a great part of the available tonnage before starting actual exploi- 
tation. Yet such a procedure, even partially followed, would per- 
mit a more intelligent planning of the scale of operations and of 
plant requirements, and allow a more complete recovery at lower 
cost. When the local governmental body taxes all disclosed re- 
serves of ore as real property, even though the ore will not be 
mined for many years, a cost factor is introduced that makes it 
obligatory for the management not to uncover more ore than its 
immediate necessities demand. The result is increased costs and 
lowered recovery on the one hand and the creation of a more 
speculative enterprise with a higher risk rate on the other. At 
times this avarice of local taxing bodies benefits other more en- 
lightened communities. For example, the nature of the iron ore- 
bodies in Minnesota is such that very low costs can be attained if 
enough ore can be developed to justify starting on a large scale. 
The state taxes these required large ore reserves so highly that 
iron mines in Michigan with much higher natural costs can com- 
pete successfully. 

A third factor affecting mining profits is the amortization of the 
invested capital, in which must be included the purchase price, the 
cost of developing and equipping the mine, and the discounted 
value of the royalty paid, if any. Though there is no way of assess- 
ing it on individual enterprises, the investing public must pay a 
charge for the money unavoidably spent in vainly trying to find 
mines. This total is large because of the inherently speculative na- 
ture of the search for mines. Unlike other enterprises, it is known 
from the outset that every mine will be exploited and abandoned. 
All sunk capital must be recovered during the life of the property. 
The rate of amortization depends, among other things, on the 
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character of the orebody, the bargaining power of previous 
owners, the skill of the management, and the rate of exploitation. 

This rate of production ties cost and selling price together to 
obtain mine value. Excepting the monopoly properties mentioned 
above and those of large potential output in relation to their serv- 
able market, the principal factors determining the rate of output 
at a given property are the character of the orebody, the capital 
available, and its cost. The value of a mine is the discounted value 
of the profit to be obtained, less the capital investment required to 
make the profit. Considerably simplified, it may be said that the 
quicker the profit, that is, the more rapid the production, the high- 
er will be the present value of the property. This principle cannot, 
of course, be carried to an extreme, since the larger rate of produc- 
tion might increase mining cost, would require a larger plant in- 
vestment, would delay the starting of profits, and would afford a 
shorter time in which to amortize the larger investment. Too 
rapid a jump into a large capacity has frequently increased oper- 
ating cost because of mistakes made due to lack of knowledge of 
how so large an output could best be obtained. More experience 
permits greater refinement in both mining and treatment meth- 
ods. The early establishment of the mine as a profitable one, even 
though small, lowers the cost of raising the balance of the capital. 
A mining enterprise financed by a small group or by selling stock 
to the public will almost invariably be starved for capital in its 
early years, and if it survives this infantile period it will reach its 
optimum capacity to produce only by the reinvestment of its 
profits. The net result of all these factors is that most mines start 
with a scale of production determined by the capital available and 
by what has been learned about the orebody in the development 
period. As confidence and information are gained, profits from 
this small operation and cheaper capital permit a production in- 
crease up to a point approaching the maximum that the orebody 
will stand without raising costs unduly by straining for too rapid 
mining. A successful mine may run on at this rate for years, vary- 
ing it only at the command of market, labor, and other economic 
conditions in the industry. Eventually every mine reaches the 
time when this ideal rate can no longer be maintained by the van- 
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ishing orebody. Then begins a long descent to shutdown and aban- 
donment, broken at times by spasmodic spurts of greater activity 
when improved technique, a marked price change, or new dis- 
coveries add suddenly to the available ore. American miners as a 
class have been accused, with considerable justice, of sacrificing 
everything else to this demand for high production. European 
mines give the visitor the impression that they are so constructed 
and operated as to provide work for generations still unborn, 
whereas some mines in this country make you wonder whether 
you yourself are going to get out of the workings before they fall 
in and are abandoned. The record of such a mine as the Home- 
stake, with nearly sixty years of profitable history behind it and 
probably twenty-five more ahead, is an outstanding example in 
this country of a mine following the contrary idea. After a mine 
reaches the stage of successful operation, its staff, habituated to 
working smoothly as a group, is frequently a real asset to the 
stockholders, a fact that has only been properly appreciated dur- 
ing the last few years. This staff is available for the examination 
and development of new mines and permits their being brought to 
fruition without the usual troubles of unseasoned and incompetent 
management in their early stages. Such a search also delays the 
disruption of the staff by the departure of the more aggressive and 
competent members of it for new and brighter fields and thus re- 
tains satisfactory management often up to the very decease of the 
old mine. As a mine’s orebodies approach exhaustion, resort to 
this method of salvaging the staff becomes increasingly important, 
and the effort should be made, especially where the first property 
has built up a cash reserve sufficient to finance the new enterprise. 
Of course, the stockholders must differentiate between a really 
valuable staff trying to perpetuate itself and the efforts of a staff 
to keep its jobs by spending its employer’s capital on any new 
prospect. 

All metal left in the ground that could have been recovered by 
the efficient use of labor represents a loss of potentially useful 
work to that portion of the public open to engagement in the metal 
industry. The miners themselves, however, cannot be expected to 
take this long-range viewpoint. Stories are told of mill workmen 
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in the boom days at one old copper mine who shoveled fine copper 
into the tailing sluice during the night shift rather than perform 
the slightly more laborious task of carrying it to the concentrate 
bin. If the laborer is not closely supervised, he will fail to recover 
any ore which is so located as to require additicnal physical effort 
on his part or which when left in the mine might remotely add to 
his safety. Excessive taxation and metal losses injure the work- 
men by reducing the sum available for wages. The laborer’s best 
interest requires that mines operate for a maximum number of 
years with a steady or increasing demand for labor. He is not far- 
sighted enough to realize that machinery may not only permit 
cheaper, and therefore more complete, mining but may perhaps 
improve his working conditions. 

The consuming public’s short-range view of metal production is 
that what it wants is sufficient metals at the lowest possible price. 
To meet this demand, the marginal producer must and does sacri- 
fice ore in order to keep down his costs, thus causing a loss to the 
consuming public from a long-range point of view. In a Utopian 
state the richest and lowest cost deposits might be exploited first, 
proceeding to the next leaner ores only after making as complete a 
recovery as possible from the high grade. Not only does competi- 
tion among a free people prevent this solution, but there is con- 
siderable doubt whether such a plan would provide present sup- 
plies of metal at present prices. Examine, for instance, the Ameri- 
can copper industry which has for decades provided almost all the 
export copper of the world and which is at present trying to revive 
behind a four-cent-a-pound protective tariff. The producing prop- 
erties fall into five groups: Group A, a few, large, high-grade de- 
posits, capable of being almost completely mined at a minimum 
cost; Group B, a number of large, low-grade deposits, lying near 
the surface which therefore can be mined at a cost but little higher 
than those in Group A by working them on a large scale; Group C, 
a still more numerous group of large low-grade orebodies which at 
present can only be mined by sacrificing considerable ore regard- 
less of how large the scale of operation is; Group D, many smaller 
deposits of various grades which because of physical conditions 
operate at a high cost per pound (under normal conditions in the 
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industry, these set the price); Group E, many deposits with still 
higher costs which are marginal deposits in boom times only and 
submarginal at other times. 

Any attempt to enforce conservation by government fiat would 
eliminate the Group C mines. This group, the porphyry coppers 
mined by caving systems, bears a large share of the normal pro- 
duction, and its exclusion would cause a price rise and make us as 
a nation even more dependent on African, South American, and 
Canadian producers. These deposits cannot be worked by any 
mining system now known except by sacrificing ore. The systems 
now in use leave in some instances as much as 20 per cent of the 
ore in the ground and leave it so diluted with barren material as to 
appear forever unminable. Careful supervision can cut this loss in 
half, and even the remaining 10 per cent may sometime come to 
market, since at least two mines have produced copper by leach- 
ing similar abandoned ore in place. 

The principal sources of ore or metal loss in the extractive por- 
tion of the metal industry may be summarized as follows: (1) 
Losses entirely due to slovenly management in mine, mill, or 
smelter: Here is included fine ore lost by allowing it to accumu- 
late and be left behind on abandoned floors, on timbers, and in old 
fillings. Ore is also lost by failing to have the miner break every- 
thing, out to the limit of commercial value, and by neglecting 
properly to investigate the walls of completed workings before 
abandoning them and thus perhaps leaving valuable ore stringers 
unmined. Occasionally the mining of a large orebody may be pre- 
vented because faulty management has permitted the previous 
mining of high-grade stringers, a process called “picking the eye 
teeth out of the mine.” Also should be included the ore sent to the 
waste dump through carelessness and the metallurgical losses 
caused by careless operation of recovery plants. Values may also 
be lost by permitting dilution with waste rock and by allowing 
sulphide ores to become oxidized before treatment. The foregoing 
does not cover all of the leaks that human ingenuity can devise. 
Some part of these losses may perhaps be blamed on lack of capi- 
tal to provide proper management and a well-designed treatment 
plant. (2) Ore loss due to underground accidents, some of which 





> 2 sh he oh om oe 











METAL RESOURCES AND THEIR CONSERVATION 221 


might have been prevented, had the management been able to use 
sufficient foresight: Ore is often lost when portions of a mine roof 
cave in prematurely, due to a lack of knowledge of roof conditions, 
failure to anticipate some unusual physical condition, or when 
such an accident as a fire, an explosion, or a mud rush occurs. A 
certain amount of loss of this type is to be expected; when it occurs 
frequently, it falls into (1). (3) Ore deliberately sacrificed in order 
to achieve a low production cost: This includes the caving losses 
mentioned in discussing the porphyry coppers and also ore left in 
place as part of a mining system, usually as a substitute for filling 
or timber. In this latter case, it is frequently expected that ore so 
left will be recovered at a later stage in the mining, and much of 
such ore is recovered by a careful management. Here, also, is 
placed the mineral unavoidably lost whenever ores are concen- 
trated and the metal going of necessity into the slag when the con- 
centrate or ore is smelted. (4) Low-grade material deliberately 
left on the walls and in the extremities of the orebody as unpay- 
able. (5) Ore of lower grade or in thinner deposits overlying thick- 
er or richer bodies: The recovery of such ore may be made diffi- 
cult or impossible by the ground movements set up when the 
underlying ore is mined first. 

Another classification would divide these sources of loss into 
only two groups. The first group comprises those the result of un- 
skilled or careless management. These can and should be reduced 
in amount with an economic gain resulting to everyone concerned. 
The second group, comprising all the rest, is the hardest to deal 
with. Education of both the public and the mine operetors so as 
to foster proper appreciation of skilful and conscientious mining 
and sufficient enlightenment to self-interest is the best available 
weapon. What is needed is better planning to minimize careless- 
ness and accidents, and more emphasis on the use of substitutes 
for ore in mine support when their cost is not greatly in excess of 
the cost of the ore lost. Mining systems must be selected and per- 
fected which permit systematic later recovery of ore left by the 
first mining and which leave low-grade material in such condition 
that it can subsequently be recovered at a minimum cost. Any 
treatment plant less efficient than the best must be charged with 





222 ROBERT K. WARNER 


the cost of the excess losses that it causes. Any attempt to enforce 
more complete recovery by law would fail, and even if partly 
successful would result in heavy losses to individuals and a rise in 
metal prices that would burden all industry. 

So far this paper has concerned itself exclusively with those 
losses of mineral for which the producer may be blamed. A fertile 
field for conservation also exists in the way in which metals are 
used after they leave the hands of the producer. Here the princi- 
pal source of loss is that due to oxidation brought on by exposure 
either to the weather or to corrosive industrial gases. As machin- 
ery and structures grow more complex, so that more and more the 
fabrication cost exceeds the raw material cost, this corrosion grows 
more and more serious to industry. The cure indicated is to use 
alloys with a higher specific resistance when the character of the 
service permits, and to discover and apply better protective coat- 
ings where an inherently resistant material is too expensive. Some 
applications dissipate metal into a form where it is gone beyond 
recall. Even here a more intelligent selection of process and mate- 
rial will minimize loss. From the standpoint of conservation, the 
public should combat the substitution of metallic containers for 
the familiar beer bottle. The use of a metal or alloy poorly 
adapted to the service results in excessive wear and hence in the 
production of needless scrap, this loss resembling that due to oxi- 
dation. Finally, much metal is lost because enough people cannot 
be interested in recovering it after it has been discarded from its 
first service. The increase in systematic collection agencies and in 
secondary-metal recovery plants, induced in part by the depres- 
sion, has resulted in considerable improvement in this direction, 
but much can yet be done here by educating the people to the eco- 
nomic wickedness of these losses. A memory of the results 
achieved during the war by mass collection of tinfoil demonstrates 
the possibilities. Little assistance may be expected from the pro- 
ducer of new metals in this type of conservation. Purely from the 
point of view of his self-interest, that use of metal is the best 
which most thoroughly prevents its reappearance in the market in 
competition with his current product. 

The race, and particularly the American part of it, has spent 





METAL RESOURCES AND THEIR CONSERVATION 223 


minerals in the past like the proverbial sailor with little or no 
thought to the future. Our supplies are still abundant but they 
are not inexhaustible and the time has about arrived for more care 
in their production and consumption, for both patriotic and eco- 
nomic reasons. 

There still remains to discuss the question of the relative advan- 
tage to the nation either of using the domestic reserve of minerals 
or of conserving them by importing from other countries. The po- 
litical element enters into this question and sometimes overpowers 
the economic. Metals may be divided into four groups: (1) those 
of which the United States has an exportable surplus, (2) those of 
which it has just about sufficient for its own needs, (3) those of 
which its deposits are so small or lean that they cannot be worked 
in competition with foreign ores, and (4) those metals (fortunately 
few in number) which are practically non-existent in this country 
and for a supply of which it must depend on the outside world. 
Everyone, nationalist or internationalist alike, will advocate ex- 
changing the excess of group (1) for what can be obtained of group 
(4). It is only the metals of groups (2) and (3), especially the lat- 
ter, that cause the heated discussions before tariff commissions. 
The question is complicated by the fact that certain of these 
group (3) metals, such as manganese, are strategically important 
for waging war. The debate still continues, but the following 
statements are true to the best of my knowledge and belief: (1) 
The United States would be seriously handicapped in war if it were 
cut off from foreign manganese producers and had no local supply. 
(2) Enough manganese deposits are known in the country to make 
a small industry, but not enough, in spite of the vociferations of 
the producers, ever to satisfy more than a minute part of the de- 
mands of our steel industry. (3) The United States cannot now 
and never will be able to produce manganese anywhere near as 
cheaply as we can import it. (4) It would take a considerable time, 
several months, to start a local industry, but once started, even a 
small output would be of prime importance to the nation if foreign 
supplies were cut off. (5) A local industry can be created by one 
of two means only, a government subsidy or a high tariff. (6) The 
portion of the country’s requirements that could be filled from 
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domestic sources is so small that the cost to industry of an effec- 
tive tariff would be ridiculously great. (7) If really protected, so 
as to permit full exploitation, the sparse, local deposits would soon 
vanish and manganese would pass into the absent group of metals. 
Even the tariff-avid steel industry can rationalize its objection to 
a tariff on manganese on the basis of statements (6) and (7). Prob- 
ably the fairest conclusion that can be drawn from the foregoing 
summary is that the United States would be both politically and 
economically wise if it preserved its manganese deposits for a pos- 
sible future emergency, putting into dead storage a stock of high- 
grade imported ore so as to maintain a minimum of steel produc- 
tion until the local supply could be placed in production. What 
has just been said in regard to manganese applies with varying 
emphasis to the other strategic metals of group (3). 

In conclusion, I wish to emphasize the importance of the prob- 
lem here discussed. Metals and mineral fuels play so great a part 
in modern industry that no nation can prove itself to be a first- 
class power unless it is well supplied with them either at home or 
at least in its colonies. This is a fact that both Italy and Japan 
have lately realized to the discomfort of the rest of the world. 
Nationalistic interference with the free world-flow of metals has 
increased the handicap under which a nation whose metal re- 
sources are declining must rest. The United States will probably 
not be the last world-power to raise itself from a wilderness on a 
metallic foundation. Conservation will aid in postponing indus- 
trial decline perhaps until the ingenuity of mankind has developed 
efficient non-mineral substitutes or until nationalism grows less 
important. 
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OR none of the American colonies are surviving records 

sufficiently complete to permit a statistical study of im- 

migration, and, unfortunately, it is for New England, where 
immigration was of relatively little importance, that we have the 
most material. Even in this area a rounded picture is impossible, 
for the newspapers and fuller records of Boston dominate the 
scene. But it was Boston which received the chief impact of the 
strangers who came to New England, and, as Thomas Prince 
noticed, it was Boston which was corrupted by them while the 
country towns retained their original Puritanism.’ 

Too few of the immigrants can be identified by name (and when 
we know the name too frequently we do not know the profession) 
to permit of a very exact study even for this region.? But by dint 
of noting the place of origin and the trade of the strangers men- 
tioned in newspapers, court records, town records, and the like, 
one may compile lists of some hundreds of individuals who repre- 
sent a fair cross-section of the mass of immigrants—lists which 
throw some light on the newcomers and their influence. 

Once the “great migration” ceased, New England for many 
years drew relatively few immigrants. Among those who came 
there was a large percentage of skilled craftsmen, shopkeepers, 
and small capitalists; the unskilled and the poor found neither the 
welcome nor the opportunity which the middle and southern 
colonies accorded their kind. Consequently, a very large propor- 
tion of those who came, and stayed, followed urban trades and 
found it to their advantage to remain in Boston, the only large 
town in seventeenth-century New England. So noticeable was 

* Thomas Prince, The People of New England (Boston, 1730), p. 35- 

? An excellent list of immigrants to New England, 1700-1775, was compiled by 
Ethel Stanwood Bolton and printed in the Essex Institute Historical Collections, 
Vols. LXITI-LXVII, passim. 
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the concentration of this type of immigrant in Boston that some 
historians have come to believe that they formed a large portion 
of Boston society, non-Puritan, unfranchised, and outside of the 
pale of the established Congregational church. It was this group 
which, it has been supposed, upset the “Theocracy” and the 
Puritan social order. As a matter of fact, Boston society was sur- 
prisingly homogeneous as late as 1687. Of the 200 leading tax- 
payers in that year, 134 can be identified from the imperfect 
records as either former freemen or members of the Congrega- 
tional church. Twenty-eight individuals had Church of England 
leanings, one was a Baptist, one a Quaker, and one was to be a 
founder of the church in Brattle Street, which was orthodox Con- 
gregational. Of the thirty-five without known affiliation with 
church or state, fourteen can be identified as transients; but the 
large majority of the remainder were no doubt good Puritans, 
even though their names do not appear on surviving lists of free- 
men and church members, for most of them were town officers, 
members of pious families, or the husbands of church members. 
One member of the Andros council and four lawyers should per- 
haps be regarded as standing with the known Anglicans against 
the established Puritan order. These figures indicate that there 
was no large and influential group of immigrants opposed to the 
Puritan system and participating in its supposed overthrow. 
Unfortunately, the smaller taxpayers less frequently left wills 
by which they can be identified, so that one cannot sort out from 
among them the immigrants, but since newcomers without skilled 
trades or property were not welcome, probably their numbers 
would be small. Consequently, one must conclude that the bulk 
of the immigrants before 1687 were absorbed into the Puritan 
society, a conclusion supported by the lists of church members. 
The eighteenth century, however, saw a great influx of immi- 
grants, a flood which so overwhelmed the Puritan society of Bos- 
ton that not until the religious revival of the early eighteen hun- 
dreds did the town again take on its old appearance. Most influ- 
ential in removing the Puritan peculiarities of the town, and of 
the upper class of New Englanders in general, was the group of 
solid English men and women who paid their own way to America 
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and brought with them capital and skill. The fragmentary rec- 
ords indicate that this group, relatively small in numbers, fluctu- 
ated much less than did the streams of servants, unskilled labor- 
ers, or peoples of non-English origins. Through the twenties this 
English immigration gradually increased, reached a peak about 
1731, and then declined with the decline in the prosperity of Bos- 
ton. Probably the flow to the colonies continued to increase, but 
was diverted from Boston to the rising provincial towns. Among 
these immigrants thirty-odd major trades were represented, re- 
tailers of various kinds being most numerous. Then came cleans- 
ers and dyers of the gay new fabrics, followed in numbers by 
clothiers (tailors, dressmakers, staymakers, etc.), teachers (of 
dancing, mathematics, etc.), metal workers, clock and instrument 
makers, and physicians, Less numerous but more important from 
the point of view of economic progress were the immigrants who 
set up such industries as starch and brush-making. Interesting if 
not important were men who offered to put pendulums into old- 
style clocks,? and opened a hackney business on London lines.‘ 
Some of them prospered by flattering the provincials, and one 
teacher of shorthand cleverly secured the endorsement of the 
parsons.’ One who underestimated the colonists advertised a set 
of ready-made obituaries with blanks for name, sex, age, and pro- 
fession; but he was laughed out of the province.® 

The first unportant non-English immigration was that of the 
Huguenots. In 1686 scouts arrived to look over New England 
with an eye to a general migration.’ Refusing the offers of Con- 
necticut and Long Island land-owners who had farms to rent, the 
French established their first large settlement in Rhode Island 
in 1687. Here they were outrageously mistreated. During the first 
summer the English settlers stole their hay and began a series of 
petty persecutions.* In the confusions of 1689 the Rhode Island- 
ers attempted to disarm the Huguenots, forbade them to make 


3 Boston News-Letter, Ncvember 24, 1707. 

‘ New-Engiand Weekly Journal, May 31, 1731. 

’ News-Letter, April 4, 1728. * Ibid., February 18, 1731. 

’ Collections Mass. Hist. Soc. (5th ser.), VIII, 467. 

*S. G. Arnold, History of Rhode Island (New York, 1859-60), I, 503; Il, 21. 
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improvements on their land, and finally bade them begone.® The 
case of Dr. Ayrault may be taken as typical. The mob resented 
his taking a case to court, attacked his house by might, mistreated 
his family, and destroyed his property.’® Such treatment drove 
out most of these extremely useful citizens by 1700, the greater 
part of them going to New York. Those who remained became 
substantial citizens of Newport, two of them heading the petition 
for the establishment of an Anglican church there. A few went to 
Connecticut, where their treatment was none too good." 

Sewall records the arrival of some Huguenots, including several 
men of estate, at Boston in 1688."* Despite her reputation for 
religious bigotry, Massachusetts acted toward the strangers much 
better than did Rhode Island and Connecticut, according them 
no worse treatment than close surveillance in war time. Those 
who settled on the land in the modern Worcester County got on 
much better with their English neighbors than did the Irish in 
the same region a few years later. A large proportion of the 
French were capitalists and professional men, who formed a 
flourishing and respected congregation in Boston. Colonial cor- 
respondence indicates that “the French doctor” became almost 
an institution, but the names of only a few of them can be re- 
covered. There were two Wethersfield physicians by the sugges- 
tive name of Poyson."? Among the French were surprisingly few 
skilled workmen, although an engraver and a hatter set up in 
Boston."* Many of them went into distilling and the importation 
of tropical goods, no doubt dealing with their friends in the French 
West Indies in defiance of the laws of trade. The house of Guion- 
neau and Lebond was for some time the largest importer of Negro 
slaves. Many went into the Greenland whaling industry and 
privateering, usually serving as masters for English owners.’ In 


9 Coll. Mass. Hist. Soc. (6th ser.), V, 20-21 (Winthrop Papers). 

© Arnold, I, 556-57. ’ 

Coll. Mass. Hist. Soc. (6th ser.), III, 283-84 (Winthrop Papers). 

*2 Samuel Sewall, Diary (Coll. Mass. Hist. Soc., [5th ser.], V-VII), I, 210. 
*3 Coll. Mass. Hist. Soc. (6th ser.), V, 143 (Winthrop Papers). 

4 Boston Gasette, July 23, 1722; News-Letter, May 2, 1728. 

8 Boston Post-Boy, October 8, 1739. 





IMMIGRATION TO NEW ENGLAND, 1680-1740 229 


Massachusetts they were respected and well liked, particularly 
“the Gentle Mascarene, for whom we moan.’’* Other than Mas- 
carene, who was a general in British service, and Gabriel Bernon 
and Charles Bardin, who took part in the church government con- 
troversy,"’? they rarely showed any interest in public affairs. 
French of the servant class were relatively rare. 

This influx of pious and solid religious refugees of English 
Puritan and French stock made the New Englanders generally 
well inclined toward strangers. With the cessation of the persecu- 
tion in England and the outbreak of the Indian wars here in 1689, 
immigration fell off. Such strangers as arrived were often ac- 
corded shelter until jobs could be found for them. In 1701 the 
town of Boston urged the General Court to promote the importa- 
tion of white servants and “to put a Period to negros being 
Slaves.”"* For several years there was an agitation to encourage 
the bringing of white servants on the grounds that, unlike the 
blacks, they could be used to fight Indians and would eventually 
become free to plant new towns and raise up families."® There was 
normally a shortage of labor and help; John Winthrop wailed, 
“our maide is gon home, and we have no body, nor can’t get help 
for mony.’’?° 

In Boston this situation had begun to remedy itself by 1708, 
when the influx of Irish, English, and Huguenots of the lower 
social orders compelled the town to rule that all strangers must 
post a bond or get out. The French were frequently taken care 
of by their compatriots, but the others spread out over the 
countryside. The spring of 1711 was “a Time of more than ordi- 
nary Resort of Strangers” to Boston,” and the signing of the 
Peace of Utrecht caused a flood that compelled Boston to appeal 
to the province for aid. The early twenties saw a great increase of 
non-English immigrants. In the early thirties the number of 
warnings-out decreased and the number of shopkeepers admitted 


*© Journal, January 15, 1728. 17 News-Letier, June 18, 1724. 


*8 Records of the Boston Selectmen, 1701-1715, X1 (Boston Record Commission- 
ers), 5. 


* News-Letter, June 10, 1706. 2° Coll. Mass. Hist. Soc. (6th ser.), V, 190. 
* Cotton Mather, Diary (Coll. Mass. Hist. Soc. {7th ser.], VII-VIII), I, 7s. 
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as inhabitants of Boston increased as if the digestive capacity of 
the town had improved. But in the business depression of the 
late thirties immigration fell off sharply. It was now of a widely 
diversified character, including such extremes as English criminals 
who had been transported to the scuthern colonies and worked 
their way northward, and aristocratic refugees from the slave 
rebellions and eccuomic difficulties which then gripped the British 
West Indies. 

These strangers agitated against the privileged position of the 
Congregational church in Massachusetts until Benjamin Colman 
complained that ‘“‘they that chuse to come and live among us for 
their own worldly advantage, ought willingly to leave us in the 
quiet Possession of the dear Purchase of our Fathers.’’? In the 
thirties the politicians, with the approbation of the Congrega- 
tional clergy, bowed to the inevitable and took the leading 
Protestant sects into the religious establishment of the Bay 
Colony. 

In Rhode Island the number of immigrants willing to sell their 
ballots compelled the colony to adopt a freehold franchise re- 
quirement. Men of the same class were welcomed and utilized by 
the political bosses of Boston, but others openly declared them- 
selves enemies of the charter privileges of the Bay Colony. The 
old settlers were shocked at the ingratitude of those who had 
made “their Retreat from the Evils and Miseries of other Coun- 
trys” and thus repayed “a most kind & Christian Entertainment 
from the native Inhabitants.’ There were even Jacobites among 
them who had to be fined for drinking to the health of the Pre- 
tender.*4 

The newcomers effected a profound change in the moral 
atmosphere of New England. In 1711 Cotton Mather was com- 
miserating Samuel Penhallow of Portsmouth “‘on the asthonishing 
Exemple of outrageous wickedness among the Sailors and Strang- 
ers lately broke into your Neighbourhood.’’*5 When the wave hit 
Boston the good parson bustled around urging his parishioners to 
“treat the Strangers with such unspotted Honesty, and such obli- 

* David’s Dying Charge (Boston, 1723), p. 32. 24 [bid., September 1, 1720. 

*3 Journal, March 18, 1728. *s Diary, Il, 37. 
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gatory Courtesy, as may recommend our holy Religion unto 
them,” but after two months of attempts at courtesy and con- 
version he turned his attentions to urging the ministers and re- 
ligious societies to make efforts “to preserve the Morals of our 
people, from Corruption” by the strangers!° The openness with 
which some of the newcomers followed the cults of pleasure made 
the New England towns take on certain familiar European as- 
pects. For example, one lady of pleasure used to hang out of her 
window and converse on questionable subjects with her customers 
“on the Lord’s Day in the Time of Divine Service, in the Hearing 
if not in the Sight of the Minister.’’*? When a group of Puritan 
boys expressed their displeasure at having been refused admission 
to Mr. Gatchell’s dancing school by “firing several Volleys of 
Oaths and Curses, threatening to kill Mr. Gatchell,” “using 
abundance of obscene Discourse,” and trying to break up the 
property, the newspaper commented that “this growing Wicked- 
ness” was “certainly in a great measure owing to the many 
Servants brought from other Countries, who seldom fail of ruining 
most of the Children in the Families where they live.’’** Twenty 
years after Boston had urged that the immigration of servants be 
encouraged, she was complaining of “‘an endless Swarm of Refu- 
gees, Tag-rag and Long-tails, the Lord knows who, that thrust 
themselves in among us, and are ready to devour us, and to eat up 
one another Particularly, let us guard against Riff-raff 
Foreigners, who come among us to pick our Pockets. In this Re- 
spect it may be said, Strangers have devoured our Strength; I wish 
we could see it, and be so wise as to hinder them.’’”® 

As these quotations indicate, the most troublesome of the 
strangers from the point of view of morals were the indentured 
servants. It was an old problem; Cotton Mather some years be- 
fore had observed that the servants of the first planters had pro- 
duced many “Degenerate Plants.”*° In the latter part of the sev- 
enteenth century there was a small trickle of servants coming in; 
at Marblehead, in 1700, Jersey boys and girls were sold for £12 

* Ibid., II, 75, 76, 80. %8 Tbid., March 11, 1723. 

"7 New England Courant, March 5, 1721/22. 29 Ibid., December 16, 1724. 

3° “Enchantments Encountered,” Wonders of the Invisible World (Boston, 1693). 
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each.** During the war years the references to adult male inden- 
tured servants increase, Scotch, Irish, and an occasional Dutch- 
man being among the numbers. The common term was about 
four years, gradually lengthened to seven as servants became more 
numerous and cheaper. In the spring of 1714 a new era began. 
Thomas Moffatt imported a load of tradesmen and likely boys 
from Bristol, and disposed of them in about a month. Later in the 
year a second shipment arrived from Bristol, and the younger 
Samuel Sewall, who sold Negro slaves, put in a line of Irish maid 
servants.*? Moffatt repeated his venture the following year, and 
Guionneau and Lebond, slave dealers, followed Sewall’s example. 
The trade quickly spread to other towns, to Newport, for exam- 
ple, where Augustus Lucas offered Guernsey servants.* 1717 saw 
the trade reach its first peak, six shiploads of servants being ad- 
vertised in Boston alone. The market was glutted, sales were 
slow, and servants, weary of long confinement in the stinking ships 
at the wharves, ran away and desperate dealers were forced to sell 
on the instalment plan.*4 Decreased importations the following 
year did not greatly help matters. Mrs. Rebeckah Calloway, for 
example, could dispose of only six of the seventeen she imported 
and was obliged to resort to auction. In 1719 Boston refused to 
permit the landing of two shipments, one consisting of thirty 
farmers.** The ban seems to have been lifted the following year, 
for the trade gradually improved, although now it usually con- 
sisted of a few individuals imported with butter, linens, and other 
Irish goods, rather than of regular immigrant ships. The business 
depression of 1729 again left importers with a slowly moving lot 
of “‘hatters, Carpenters, Sawers, Smiths, Taylors, Shoe-makers 
and Weavers” on their hands. The proportion of such skilled 
workmen to that of farmers and unskilled labor steadily de- 
creased. After the middle thirties the Irish laborers came in liter- 


3* Massachusetts Historical Society, Letters and Papers, 1632-1776, 71 H 168. 

3 Newspapers, passim. 33 News-Letter, April 23, 1716. 

34 Ibid., September 30, 1717. Here and elsewhere in this paper, in the interests of 
space, a single good example is made to suffice for a list of authorities. 

4S Records of the Boston Selectmen, 1716-1736, XIII (Boston Record Commis- 
sioners), 63-64. 
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ally by the hundred, New Hampshire apparently receiving more 
than the other colonies. 

The economic effect of this invasion may be measured by the 
fact that servants trained in no less than forty-one major trades 
were offered for sale, and unskilled individuals were sold to men 
already engaged in the same diversity of occupations. It may be 
that between a quarter and a half of the servants imported were 
boys and girls. Naturally the great majority of girls and women 
went into household work, although some were milliners, lace- 
weavers, and mantua makers. Among the men unskilled laborers 
were probably predominant. Next came farmers, including farm 
laborers, gardeners, and men advertised as capable of managing 
tenant farms. Among the skilled workers the house and ship car- 
penters were most numerous. Sailors were followed in numbers 
by weavers, clothiers, tailors, smiths, and shoemakers. Servants 
engaged in the luxury trades, such as wig-making and silk dyeing, 
were less common. There was an occasional printer or peddler. 

The Irish, who in the thirties formed the bulk of the servant 
class, became perhaps the dominant factor in the development of 
New Hampshire. There is good reason to call this the first Celtic 
invasion, and to compare it in importance with that following the 
famine of 1848. It is true that the leaders of the Scotch-Irish mi- 
gration came largely from the lowland Saxon stock of southern 
Scotland, but with them came great numbers of Celts, including 
Welsh, Highland Scotch, and Catholic and Gaelic-speaking 
Irish.** It was the Celtic temperament and manners of this group 
of immigrants which produced the violent case of social indiges- 
tion from which New England suffered. The Scotch or “North 
Britons” were the most easily assimilated of these people, for they 
were more frequently skilled and industrious workmen. Typical 
of Scotch enterprise was the purchase of estates in Boston and the 
conversion of the land into market gardens. 

3 Irish papists are frequently mentioned as forming part of the social substrata 
of Boston, but no attempt was made to estimate their numbers. “We hear that 
Mass has been performed in Town this Winter by an Irish Priest, among some 


Catholicks of his own Nation, of whom it is not doubted we have a considerable 
Number among us” (Weekly Rehearsal, March 20, 1732). 
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Perhaps the first scout of the Scotch-Irish migration was the 
one interviewed by one of the Winthrops at Boston in 1684: 

Here is one from Ireland who seemes to be a man of som interest there, and 
is looking out for a plantation for about an hundred familyes. He has bin 
with me about a place at Quinnebaug I think to incourage him as 
much as may be. He sayes if the government would give any incouragement 
abundance of people would com from Irland, but are afrade thay shall not 
have libertye of consience if thay differ any thing from the people here, tho 
thay are much of the same stamp.37 


For thirty years the Irish came in small numbers, most of them 
being warned out of the older towns, although a few were bonded 
by countrymen like “Mr. Shannon” of Boston.** The great mi- 
gration of the later thirties included many men of wealth and sub- 
stance who furnished much-needed capital for the Portsmouth 
ship-building industry. Enough of the immigrants were “remark- 
able for their Knowledge in raising Flax, and all other Branches 
of the Linnen Manufacture” to have their departure cause con- 
siderable uneasiness in Ireland.*®? Among their contributions to 
New England farming may have been the cattle fair.*° 

Even the better class of the Irish immigrants, who were at first 
heartily welcomed, caused a considerable psychological disturb- 
ance in New England. The influence of a relatively barbarous and 
primitive Scotch society, the devastations of the Lowlands, and 
the merciless wars in Ireland, combined to make them more sav- 
age and cold-blooded toward their enemies (the enemies of God) 
than had been the original Puritans who came largely from the 
towns and long-settled counties of England. Their religion, hav- 
ing a greater element of Calvinism and a lesser one of the indi- 
vidualistic dissenting spirit which caused English Protestantism to 
split into many sects, gave an infusion of primitive vigor and in- 
tolerance just at the time when New England Puritanism was 
becoming lax, formal, and tolerant. In the field of politics they 
introduced a hatred of England, having none of that affectionate 
attachment to the mother-country that so many of the old stock 

37 Coll. Mass. Hist. Soc. (5th ser.), VIII, 450. 


38 Boston Selectmen, 1701-1715, p. 220. 
3° News-Letter, June 5, 1735. 4 Courant, September 21, 1724. 
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showed. Segregated on the frontiers they remained a potent force 
long after the Huguenots had been assimilated by New England 
society. 

It was inevitable that these immigrants, whether Scotch Pres- 
byterian capitalists or barbaric peasants from the Catholic coun- 
ties of Ireland, should clash with the English in America as they 
had in the Old World. The Puritan clergy had fostered the migra- 
tion of 1718, delighted at the reinforcement of pious Protestants. 
Cotton Mather was particularly kind to the immigrants, finding 
the Rev. James McGregor a job at Dracut when many Harvard 
men were looking in vain for pulpits. But to the vast surprise of 
the Puritans, who called themselves Presbyterians or Congrega- 
tionalists indifferently, some of the immigrant ministers stepped 
on shore denouncing the New England churches for theological 
errors, saying that their baptisms were little better than none, and 
that it would be wrong to hold communion with them.** Outside 
of Boston, church affairs were largely settled in town meeting, 
and here the Ulster laymen showed a tendency to ally themselves 
with the forces of irreligion and to adopt obstructionist tactics, 
hoping to settle a minister of their own.*? But the chief cause of 
the Puritan’s notorious dislike of the Scotch-Irish is one which, 
being recorded in scattered correspondence, in the newspapers, 
and in manuscript court records, has hitherto escaped the eye of 
the historians of the migration. That is, that a large proportion of 
the newcomers had manners unattractive to the older stock: 

Masters of Vessels going to Ireland, etc. knowing the great Want of Serv- 
ants here, pick up all the Vagabonds they can find to make up a Cargo, Fel- 
lows and Wenches brought up to no other Employments than the picking of 
St. Patrick’s Vermin, and driving them out of their strong Holds, or ex- 
changing a moiety of Pow for a Slaugh of Pelting: They serve us for no other 
Purposes than to plague their Masters and Mistresses and debauch their 
Children. This gives us an ill Opinion of Foreigners, expecially those coming 
from Ireland.43 


“ Cotton Mather, Diary, II, 423 ff. 


# For light on the case of Worcester, which has frequently been cited for its mis- 
treatment of the Scotch-Irish, see the News-Letter, May 9, 1734. 


* Courant, January 11, 1725. 
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Given to excess in drink, quick to violence, they seemed bar- 
barians to the staid Puritans. Even sea captains were shocked by 
their blasphemous language, one reporting of a group of starved 
survivors from an immigrant ship: “Notwithstanding their ex- 
tremity, and the sad Spectacles of Death before their Eyes, and a 
near prospect of their own, ‘twas asthonishing to behold their 
Impen{]tency, and to hear their dreadful Prophane Speeches.’’*4 
They were prone to malicious violence, such as scattering a flock 
of sheep and stabbing the owner when he objected.‘ The New 
Englanders, humane for eighteenth-century people, were annoyed 
to see an Irishman cruelly beat his bride “‘to let her know that he 
would be Master.’’** On the other hand, Puritans who took Irish 
wives were reputed to have reason to sympathize with that cus- 
tom. Take the case of Christopher Champlin of Westerly, whose 
wife, after offending by “‘Lyes, Drunkenness, etc.,”’ deserted him 
for her “Hibernian relatives,” but hearing that he was on his 
deathbed returned to pull it from under him and use the blankets 
to bundle up and carry off his possessions. One gathers that he 
recovered out of sheer annoyance.*? Asservants, they had the repu- 
tation of being unsatisfactory, prone to run away, and to incite 
the slaves to follow them. Mistresses who punished servant maids 
sometimes lived in terror of their revenge.** Less accustomed to 
the sight and practice of mutilation than were Europeans, the 
Puritans regarded with disgust the Irish fighting practice, later so 
popular on the Kentucky frontier, of biting off ears.*® These im- 
migrants launched New England on a crime wave that crowded 
her jails and gibbets. The country towns particularly suffered 
from their burglaries, the Worcester people enjoying the atten- 
tions of Hugh Henderson, alias John Hamilton, and John Fitz 
Gerald, alias John Harp, alias John MacNeal.’° Other Scotch- 
Irish confidence men and shoplifters sifted in from Newfoundland 


44 News-Letter, November 6, 17209. 4° Evening-Post, September 6, 1736. 

4s Ibid., September 30, 1736. 47 Courant, October 5, 1724. 

48 Boston Selectmen, 1736-1742, XV (Boston Record Commissioners), 45. 

49° Journal, March 3, 1735. 

s° News-Letter, August 29, 1734; tbid., September 29, 1737; Journal, December 6, 
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and the West Indies. A simple business dispute that would cause 
two New Englanders to do no worse than call bad names and 
quote biblical texts at each other would drive an Irishman to 
blind rage and murder. Nor were some of the immigrants above 
coldly planned murder for purposes of highway robbery.5? When 
New England had thus been wrought to a state of chronic fear of 
wandering Irishmen, the newspapers added fuel to the flames by 
printing terrible tales of murders by Irish gangs in other col- 
onies.*? It is obvious to anyone who turns the pages of the court 
records that the Irish committed far more than their share of the 
crimes, but a statistical study is made hopeless by the fact that 
many names, such as Adams, were common to the old and the 
new settlers alike. 

The Ulsterites were so looked down upon that the prouder citi- 
zens of Boston refused to serve in the militia with them: 

How scandalous does it look, to see a Man of Credit, and Master of a 
Family, to lug a Musket thro’ the Streets, in the middle of a Rank of greasy 
Teaguelandish Slubberdegullians, while the Girls and Women point from the 
Shops and Windows, and laugh at him as he goes?s 


Under these circumstances it is not surprising to find the accusa- 
tion of Irish birth denied as “maliciously contrived as a National 
Reflection” aimed to make a man “obnoxious to many worthy 
gentlemen.’ 

It is likely that if other non-English groups had been more 
strongly represented in New England they would have shared the 
opprobrium cast on the Irish. Thus, although the Palatines were 
spoken of in terms of admiration when they went by on their way 
to Philadelphia (they did not shock sea captains by their profan- 
ity), the few who remained as servants did not prove particularly 
trustworthy.” There was a highly successful German physician 
in Boston, but he, or another of his nation, was not spoken too 
well of.57 Isaac Lopez was respected as a successful merchant of 


** News-Letter, November 15, 1739. 

# Post-Boy, January 14, 1740. 8 News-Letter, March 22, 1733. 
533 News-Letter, March 28, 1740. 56 Ibid., November 13, 1730. 

4 Courant, September 21, 1724. 57 Ibid., January 14, 1717. 





238 CLIFFORD K. SHIPTON 


Boston in the middle twenties, but New York and Rhode Island 
Jews were warned out. 

New England received another considerable and frequently 
undesirable accretion to her population by means of deserting 
seamen. During the war years this reached the point where the 
governor had to issue a proclamation against entertaining such.** 
Many from royal ships were pressed tradesmen for whom a place 
could readily be found, but peace-time deserters were largely non- 
English and of a less desirable type. Probably the worst case was 
the desertion of twenty-six at once from H.M.S. Rose in 1720. 
The middle thirties saw a revival of the practice. 

The problem of dealing with these factors in New England’s 
social revolution was a new and puzzling one, particularly for the 
town of Boston. For example, the immigrants of 1718 created a 
serious food shortage: “These confounded Irish will eat us all up, 
provisions being most extravagantly dear & scarce of all sorts,” 
complained Thomas Lechmere. As the influx continued Gov- 
ernor Shute warned Boston against the burden incurred by ad- 
mitting so many poor strangers, and urged that the General Court 
consider the problem.” In the twenties, the war to the eastward 
drove in many of the outlying settlers and cooped up the immi- 
grants who would naturally have passed to the frontier, compel- 
ling Boston to institute a system of registration.*? Only those were 
admitted inhabitants who could file a bond of £100, a sum suffi- 
cient to keep a family for an entire year. Voices were raised 
against the restriction of immigration, however, the advantages 
which England and Holland had derived from the industrial skill 
of religious refugees being pointed out. The charges of immoral- 
ity, it was said, applied only to the lower classes of the newcomers, 
and their “‘buckled Wiggs, matted Hair, dirty Apparel, and a little 
uncleanly Cookery” were things which might be overlooked con- 
sidering the need of people to fill the new frontier plantations.” 


58 Jbid., November 4, 1706. 59 Boston Gazette, November 14, 1720. 

6¢ Coll. Mass. Hist. Soc. (6th ser.), V, 387. 
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Advocates of inflation urged that immigrants be encouraged by 
loans of printing-press currency.®* The chief difficulty was to 
make the newcomers spread out, for they tended to remain in 
Boston, where they contributed two-thirds of the inmates of the 
almshouse.®’ In the thirties, when the province assumed a part of 
the burden of caring for the unfortunate stranger, the restrictions 
imposed by the town were relaxed, and the immigrants were al- 
lowed to remain if they were able-bodied tradesmen, indentured 
servants, or the possessors of £50. Despite these restrictions, the 
town rapidly acquired slums and a large alien population. 

By 1740 the rapid decline in Boston’s fortunes was warning im- 
migrants away. Relatively few appear in the records of the pro- 
vincial towns and churches. But the great flood of the preceding 
twenty-five years, although smaller than that experienced by the 
middle and southern colonies, had considerably changed the face 
of New England. New manners, new trades, new interests, new 
tastes, all had left their mark on the old Puritan society. 


64 Tbid., January 11, 1725. 
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THE ARGENTINE GRAIN BOARD 
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producer became critical. Prices had descended to highly un- 

satisfactory levels and there was no immediate prospect of 
improvement; the wheat market was suffering from the unusually 
low import requirements that resulted from heavy European pro- 
duction; feeling among producers was running high and there 
was considerable agitation for a discontinuance of harvesting 
while the more radical farmers talked of burning the grain already 
stored. In the search for a solution to the problem, the govern- 
ment flatly rejected the idea of buying up the crops for storage 
until market conditions improved: Argentine crops had always 
been sold completely, there were no great storage facilities such 
as existed in the United States and Canada, and foreign experience 
indicated clearly the dangers of such a policy. Action was finally 
taken on November 28, 1933, when decrees were issued which 
modified the system of exchange control, devalorized the peso by 
20 per cent, and created a Grain Regulating Board (Junta 
Reguladora de Granos). ; 

The government made it clear that the purpose of the Grain 
Board was relief and not reform." No attempt was to be made 
by the Board to reorganize the marketing of grain, although the 
belief was widely held in Argentina that the cereal farmer was 
being exploited by a group of powerful shippers; no action was to 
be taken by it on the much-debated question of providing larger 
storage facilities by the construction of a chain of terminal eleva- 
tors. The value of the peso was being reduced primarily with the 
intention of assisting agriculture,? and the function of the Grain 


I: THE autumn of 1933 the condition of the Argentine grain 


* Data for this article are taken from press releases of the Ministry of Agriculture. 
No official publication of the Grain Board has yet appeared. 
2 It served also to increase the protection given to the rapidly advancing domestic 
manufacturing industries. 
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Board was to see that the producer received increased prices cor- 
responding to the higher valuation placed on export bills. Pre- 
viously exporters had received $15.31 (paper pesos) per 100 
French francs; on November 28, 1933, the official rate at which 
exchange was purchased from exporters by the banks on govern- 
ment account was fixed at $18.36 per 100 francs.’ It was antici- 
pated that this would result in a rapid increase in internal prices 
of grains and that, unless they were protected in some way, pro- 
ducers would fiood the market with offers to sell at the higher 
prices while exporters would lower prices in the international 
market in an effort to unload the grain, with the net result that 
world-prices and internal prices would be forced down and the 
major portion of the benefit from depreciation of the peso dis- 
sipated. The Grain Board therefore offered to buy wheat, maize, 
and linseed at fixed basic prices: wheat (basis of 80 kilos, average 
quality, on wagon at dock) at $5.75, corn (sound, dry, on wagon 
at dock) at $4.40, linseed (4 per cent extraneous substances, aver- 
age quality, on wagon at dock) at $11.50;4 the quotations ruling 
previously had been $5.00, $3.78, and $10.40, respectively. All 
grain purchased was to be sold to exporters at international mar- 
ket prices: it was specifically stated in the preamble to the decree 
that grain was not to be accumulated for speculative purposes; 
an orderly liquidation of purchases was to be effected even 
though it involved large losses. The government estimated prob- 
able losses at $50,000,000, and to cover this deficit as well as to 
reimburse the treasury for the additional cost of meeting foreign 
debt service resulting from devaluation of the peso, an exchange 
margin fund was provided into which was to be paid the profit 
accruing from the difference between the buying and selling rates 
of exchange.5 

3On January 19, 1934, the peg was transferred to the pound sterling at the rate 
of $15 paper pesos to the £. 


‘ These are Port of Buenos Aires prices; corresponding prices vith the usual de- 
ductions were established for the other ports. A distinction was made between wheat 
suitable for European milling requirements and wheat of inferior quality (Favorito, 
Ardito, and San Martin varieties sown mainly in Santa Fe and Cordobo); the in- 
ferior wheat was given a lower basic price. 


5 By the new system exchange purchased from exporters at th- established price 
was sold at auction to the highest bidder. 
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The purchase of grain was intrusted at each rural center to 
local committees composed of leading farmers and men in the 
grain trade and headed by the managers of the branches of the 
Banco de la Nacion.* Grain was purchased from producers, co- 
operative societies, grain merchants, and general merchants;’ such 
grain had to be available on the premises of the railway stations 
or loading ports at time of sale. The Banco de la Nacion paid 
immediately 80 per cent of the value of the grain, and charged 
the Board for interest on such advances; the remainder was paid 
to sellers by the Board after the grain had been re-sold. Grain 
remained in the depot until it had been sold to exporters by the 
central committee of the Board, after which the agents of the 
exporters determined the quality and condition of the grain. Thus 
contact was restored between the producer and the exporter, and 
the usual procedure for moving the grain was followed thence- 
forth. Above all, the Board tried to avoid the creation of a 
bureaucratic organization; the local committees were not paid 
for their work and the Board recognized the government’s inten- 
tion that it should achieve its object with the least possible inter- 
ference with the existing marketing organization. 

During its first year the Board operated very little in maize 
and linseed because market prices were almost always above basic 
prices, its total sales amounted to 142,206 tons of maize and 1,781 
tons of linseed, or about 2.8 per cent and o.1 per cent respectively 
of the quantities available for export.* The transactions in maize 

6 There were 1,046 local committees composed of 4,443 members, among whom 
were 2,062 farmers, 35 representatives of co-operative societies, 1,195 grain traders, 
739 railway executives, and 412 unclassified. There was some protest by the farmers 
at the inclusion of grain traders on the committees, but it was necessary that some 
of the members should be experienced in the trade. The Grain Regulating Board 


includes representatives of the Ministry of Agriculture, Banco de la Nacion, Argen- 
tine Rural! Society, Bolsa de Comercio, and other important institutions. 

7 Of the wheat purchased by the Board in 1933-34, 79.1 per cent was purchased 
from general merchants, 9.3 per cent from grain merchants, 4.4 per cent from co- 
operative societies, 6.1 per cent from landowning farmers, and 1.1 per cent from 
tenant farmers. The general merchants act as the farmers’ bankers in the country 
districts; they buy grain on the farm on the basis of prices at the ports, minus trans- 
port charges and their own profit. 

* The press statements of January 23, 1934, and February 21, 1935, contain 
slightly different figures for volume of sales and amount of profit and loss. Figures 
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netted a loss of $105,910 and those in linseed a profit of $1,845; 
the loss was more than covered by the profit on export bills arising 
from maize exports, which amounted to $605,080. As Table I 
indicates, there was no effort to accumulate stocks until the 
market improved; purchases began during the first week in 
December and by the middle of January the Board had con- 
cluded its operations. 

The wheat situation was entirely different. The Argentine crop 
was very large, and for several months world-prices were below 
basic prices, so that the Board was forced to operate very heavily. 


TABLE I 


WEEKLY PURCHASES AND SALES OF MAIZE BY THE 
GRAIN REGULATING BOARD, 1933-34 








Purchases 


Week Ending (Tons) 





December 9, 1933 51,728 
December 16, 1933 35,165 
December 23, 1933 38,292 
December 30, 1933 14,310 
January 6, 1934 3,008 
January 13, 1934 905 





143,498 143,498 











A total of 4,012,129 tons was purchased, of which 74,441 tons 
were canceled and 156,982 tons sold for local consumption; the 
3,780,706 tons sold for export represented 73 per cent of the 
exportable surplus. Over 99 per cent of these purchases were 
made from December 4, 1933, to the end of May. As Table II 
indicates, the Board adjusted its selling policy to conditions in 
the world-market, and for that reason had accumulated consider- 
able stocks by April. Sales effected up to May resulted in heavy 
losses, which average $0.44 per quintal. In May world-prices 
rallied on the news of poor crop prospects in North America, and 
the Board seized the opportunity to unload an enormous quantity 
of wheat at a smaller loss per unit; thenceforth it was able to sell 


used here are those given out by the Ministry of Agriculture February 21, 1935. 
Data in Table I were released January 23, 1934; similar figures are not available 
in the later statement. 
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its holdings at a profit that frequently exceeded the loss per unit 
on sales from December to June 1. However, since only one-third 
of its purchases remained on June 1, profits on subsequent sales 
were inadequate for covering the losses of the earlier period, and 
a net loss of $5,781,025 was incurred. Adding the interest on 
loans, general expenses, and the net difference in commissions 


TABLE II 


OPERATIONS OF THE GRAIN REGULATING BOARD IN WHEAT, 1933-34 
(In tons) 








Cancella- Stocks at 
Sales End of 


Month Purchases Sout 
Month 





December, 1933 571,450 2,700 28,171 540,579 
January, 1934 1,512,653 8,059 477,153 | 1,568,020 
925,356 2,240 295,802 | 2,195,334 
423,577 3,009 475,039 | 2,140,863 
392,578 3,366 159,712 | 2,370,363 
174,253 3,539 | 1,153,141 | 1,387,936 
10,112 27,151 136,718 | 1,234,179 
12,859 355,722 866, 233 
103,110 756,181 
191,509 560, 286 
181,117 379,054 
213,251 
115,445 
51,708 





4,012,129 3,937,688 

















* Cancellations refer to minor differences in deliveries and to allowances for wheat sold to local 
Snendaehietios. et ee ee. 
charged and paid by the Board, the year’s operations resulted in 
a loss of $8,846,075.° 

There can be no question that the Argentine Grain Board was a 
success in its first year of operation. It assured the producer of a 
fair price for his grain at a time when the market was weak and 
uncertain. It left him free to speculate on a rise in prices with the 
knowledge that he could at any time cover his costs of production 
by selling to the government. It reduced the margin between port 
and farm prices to a minimum by establishing and giving wide 


* This includes profit and loss on maize and linseed. Data on commissions 
general expenses, etc., for the individual commodities are not available. 
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publicity to its buying prices at every railway station. It main- 
tained internal prices at a higher level than would have prevailed 
otherwise; in the main period of purchasing, exporters were buy- 
ing from the Board at $5.20 to $5.30; in the absence of the Grain 
Board the producer would not have received more than that and 
probably would have received less, since the Board acted also to 
maintain world-prices by holding back its purchases; instead, the 
Board paid hiin $5.75. Sales of the Board were well executed: it 
did not press its sales when the market was weak but sold freely 
when the market improved, without speculating on a continuance 
of the improvement until large profits could be made. Its ex- 
penses of operation were not excessive (see Table III), its inter- 
ference with existing organizations was minimized, and its ar- 
rangements generally economical: the arrangement with ex- 
porters to receive and store the grain bought enabled it to accept 
prompt deliveries from farmers and to market the stocks when 
most convenient. In short, it cleared the country of the crops 
at a remunerative price to the farmer, and suffered only a small 
loss on the tremendous turnover. However, it should be noted 
again that the chief factor in the minimizing of losses was wholly 
one of chance—the disastrous weather conditions in North 
America; without that desgracia con suerte (lucky misfortune) 
the loss on the wheat business would probably have touched the 
original estimate of $50,000,000. 

The great weakness of the arrangements for protecting the 
grain producer centered in the fund created to cover anticipated 
losses. Between November 29, 1933, and September 30, 1934, 
profits on exchange operations amounted to $91,200,000 (paper 
pesos) ; of this amount $24,600,000 was used to meet exchange loss 
on debt service and $1,700,000 was paid in bounties to dairy 
producers by the Dairy Industry Regulating Board. The profits 
on exchange arising from grain exports alone during the twelve 
months ending November 28, 1934, amounted to $52,000,000, 
compared with a loss of $8,846,075 on Grain Board operations. 
On September 5, 1935, the government announced that from 
November 29, 1933, to August 15, 1935, the exchange profits 
totaled $197,800,000, of which $69,500,000 had been transferred 
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to the treasury for debt service, $3,100,000 assigned to the Dairy 
Industry Regulating Board, $300,000 to the Cotton Board, 
$3,000,000 to the Meat Board, and $9,100,000 to the Grain Board. 
Grain producers, therefore, have complained that the govern- 


TABLE III 


FINANCIAL DETAILS OF THE OPERATIONS OF THE GRAIN 
REGULATING BOARD, 1933-34 








PURCHASES AND SALES 








Tons Purchase Price Selling Price Profit or Loss 





3,937,688 | $182,183,290 | $176,402,265 | Loss $5,781,025 
142,206 5,047 ,663 4,941,753 | Loss 
Profit 





Net loss. . .|. $5,885,090 

















CoMMISSION: 





1,105,672 
799,495 

















INTEREST 





On loans of Banco de la Nacion to grain sellers 
To Board directly to finance its operations. . $2,511,876 





General expenses. $ 755,286 
Total loss $8,846,075 














* Rate of commission was the same for purchases and sales but the Board received commissions 
ate a operations while it paid commissions only when purchase was effected through brokers 
ment, under cover of a plan to protect agriculture, has created a 
source of great revenue which injures the importer and the in- 
vestor, raises the cost of living, and fails to benefit the farmer 
correspondingly. Meanwhile, in 1935, grain prices have generally 
been above the basic prices fixed in November, 1933, and renewed 
for the following year; thus the Grain Board has not had to enter 
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the market except for a few weeks in the third quarter of the 
year, when it purchased small quantities of maize which it dis- 
posed of a short time thereafter. The existence of great balances 
in the exchange margin fund creates a target for the more radical 
farmers to shoot at; the government has thus agreed to use a part 
of the profits to finance the construction of grain elevators. Con- 
siderable agitation has arisen among the producers for an increase 
in the basic price of maize from $4.40 to $6.00, but thus far the 
Board has been able to resist this pressure. It has been pointed 
out that the Ministry of Agriculture had calculated cost of pro- 
duction in representative areas for the 1933-34 maize crop to have 
been $3.24 at railway station and $4.17 at loading port; that the 
basic price of $4.40 had evidently been so satisfactory as to en- 
courage the sowing of a greater acreage than before, the 1934-35 
crop being unusually large; that the increase of the basic price 
from $4.40 to $6.00 would stimulate production to unhealthy 
levels based on artificially fixed prices; and it was not desirable 
for the government to guide the industry into such uneconomic 
channels nor to embark on commercial adventures such as would 
be involved in the setting of a high price that would compel pur- 


chase of the entire crop and sale at enormous losses. It remains to 
be seen if, with the passing of the emergency situation of 1933-34, 
the government will be allowed to retire completely from the 
grain trade or be compelled by political pressure to risk once more 
the enormous losses which it escaped in 1934 only through the 
kindness of nature. 
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Commercial Banks, 1929-1934. By THe Economic INTELLIGENCE 
SERVICE OF THE LEAGUE OF Nations. Geneva, 1935. Pp. xci+213. 
This volume is a continuation of the memoranda on Commercial 

Banks published in 1931 and 1934. In arrangement, it follows the bi- 

partite form of the earlier editions, the main body of the book contain- 

ing textual and statistical material reflecting changes in banking condi- 
tions in some forty countries from 1929 to 1933 (1934 in those cases 
where data are available), and an extensive introduction summarizing 
the outstanding events and general tendencies of recent banking ex- 
perience of the world as a whole. The introduction to the present vol- 
ume covers a wider field than its predecessors in that it also deals with 
general monetary developments, with currency statistics, central bank- 
ing, price movements, interest rates, exchange rates, and the produc- 
tion and distribution of gold, subjects treated in the special memoranda 
on Currency and Central Banks published by the League in 1925 and 

1926. These currency problems are approached “rather through the 

avenue of commercial banking than along the road which started from 

the Government printing press,” a change in approach justified by the 
change in circumstances. 

The detailed summaries of common-form bank balance sheets and 
profit and loss accounts set out in the separate chapters on individual 
countries in the main part of the book are a unique contribution. Few 
people appreciate the services rendered by the Economic and Financial 
section of the League in making available this otherwise inaccessible 
material. The editing and reconciliation of banking statistics drawn 
up under a variety of different accounting practices are a monumental 
achievement. With the appearance of each new edition greater ac- 
curacy and reliability may be expected. 

To the general student of international and banking finance, the in- 
troduction is of especial interest. A wealth of information and impor- 
tant findings is presented here. After a brief summary of the outstand- 
ing monetary developments of the eventful period from 1933 to March, 
1935, there is laid out in diagram, summary tables, and explanatory 
text, a cross-section picture of the significant monetary and banking 
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changes during the depression and early recovery periods. So various 
and divergent have been the influences at work in different countries in 
determining these changes that the subject does not lend itself easily 
to generalization and review. However, ingenious arrangements of se- 
lected data make it possible for the reader to follow without difficulty 
the textual interpretation and analysis of the facts. The data show 
relative increases of government and central bank notes as commercial 
bank deposits decline; a shift in central bank assets from business paper 
to gold and foreign government securities; an increase in government 
securities in commercial banks accompanying a decline in loans and 
advances; an increase in deposits along with an increase in central bank 
credit. A fairly universal search for liquidity is reflected, not only in 
the character of earning assets, but also in cash ratios of commercial 
banks and the gold reserves of central banks. ‘Excess reserves” have 
been created in some countries, notably the United States and Sweden, 
as a result of open market purchases of government securities by cen- 
tral banks. The failure of banks to re-invest new deposit lodgments has 
been due to low yields and the fear of depreciation in the market value 
of bonds. In spite of a considerable improvement in economic condi- 
tions in most parts of the world, bank advances failed to increase in 
1933 and 1934. This remarkable phenomenon is explained by the shift 
from time to demand deposits (reflecting increased activity) and by the 
accumulated business funds which are first drawn upon before bank 
loans are called for. 

Clearings, bank debits, and giro-transfer figures show that the low 
point in velocity of circulation was reached in most countries by 1934. 
Income velocity is estimated for the United States, England, and 
France. 

The section on interest rates considers by groups of countries the 
spread between long- and short-term rates, and between yields on gov- 
ernment and business paper. Interpretation is made of the influences of 
capital movements, currency depreciation, government borrowing and 
central bank policy. 

The data on prices confirm the views of careful students that depre- 
ciation of currencies may check the fall of the price level, but domestic 
prices do not as a rule rise immediately in proportion to the extent of 
the depreciation. 

The sections on prices, exchange rates, and gold afford excellent ma- 
terial as a background for the study of international currency stabili- 
zation. 





250 BOOK REVIEWS 


As of the end of March, 1935, there is still abundant statistical evi- 
dence of world-wide distortion of the money market; the position of the 
gold standard countries is still precarious; the gold exchange standard 
has lapsed into a state of complete desuetude; only the sterling ex- 
change standard remains in effective operation; prices are lower than 
in 1925; the gold supply is adequate; stabilization at existing levels 
would provide central banks of most countries with substantial amounts 
of “free” reserves upon which to expand needed bank credit. 

JAMES WASHINGTON BELL 
Northwestern University 


Labor in the League System: A Study of the International Labor Organ- 
ization in Relation to International Administration. By FRancis 
GRAHAM WILSON. Stanford University: Stanford University Press, 
1934. Pp. xii+384. $4.00. 

This is by far the most thorough and comprehensive study that has 
thus far been published on the International Labor Organization. The 
author has expended an enormous amount of industry and energy in 
examining all sources of information bearing upon the International 
Labor Organization in its relation to the League of Nations and the 
other elements in the “League of Nations system.” The arrangement 
of the material presented is logical, so that the reader follows step by 
step the author’s presentation. This work is really the first attempt 
to give a complete statement of the fundamental principles upon which 
this new experiment in international co-operation was based and to 
trace clearly the history of the organization in its attempts to realize 
its objectives in the midst of shifting and oftentimes hostile opinions 
in the member states. This is not a mere historical chronology of the 
International Labor Organization. It is a philosophical exposition of 
the idea of international co-operation for the improvement of the 
conditions of labor and, incidentally, of general social conditions 
throughout the world. The history of the organization is given, but 
only incidentally to the tracing of the development of this first real 
experiment to bring about improved industrial conditions through co- 
operation by representatives of governments, workers, and employers. 
The development is traced from the first vague demands for recognition 
of the wrongs and rights of labor expressed by workers’ organizations 
in various countries down to the present time. A sufficient summary is 
presented of the labors of the Labor Commission of the Peace Con- 
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ference, beginning with the first draft for an organization which was 
submitted to the commission by the British delegation, down to the 
finished product of the commission, which became Part XIII of the 
Treaty of Versailles. The treatment of the development of the organ- 
ization through many vicissitudes and several major crises is admirably 
presented. The controversies, more or less friendly, with the League of 
Nations in the process of determining the meaning of Part XIII and of 
the other sections of the peace treaties which deal with labor, are use- 
fully summarized. 

With few exceptions I find myself in complete agreement with the 
author on all major matters. I present a few disagreements by way 
of illustration. The author has shown great industry and intelligence 
in handling the more or less contradictory materials available. But 
some of his philosophic utterances seem rather vague, and there is 
room for disagreement with some of his interpretations, analyses, and 
conclusions. After stating that the functions of the League are pri- 
marily economic, while the functions of the International Labor Organ- 
ization are primarily social, he explains that it is scarcely possible to 
distinguish the difference between social and economic functions, and 
that 
if the Organization lives up to its promise, its setting may be as completely 
economic as it is now social. Each step over into economics will entail pro- 


longed struggle in the Governing Body of the Organization, and in the inter- 
national labor Conference, but that these steps will be taken in a normal 
evolution of international social co-operation is not to be doubted [p. 6]. 


It would make for simplicity and clarity to recognize once and for 
all what Professor Wilson himself recognizes, that things social and 
economic are so entangled and intertwined as to be indistinguishable. 
The League deals primarily with political questions, and with economic 
questions because they affect political policies. The International 
Labor Organization concerns itself with the economic well-being of the 
peoples in the several nations. In doing so it bumps into every major 
problem of politics as well as of economics and of social organization. 

In another place the author says, “The Organization itself was a 
product of the humanitarian capitalism, so far as government was con- 
cerned, though it has perhaps lived by socialistic support since the 
Peace Conference.”” This statement seems to me to be open to serious 
question. “Humanitarian capitalism” had no appreciable influence in 
bringing the International Labor Organization into being. The organ- 
ization was a product of scared government officials who were afraid 
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of the revolutionary movements among the laboring classes as it had 
been manifested in Russia and Germany, and was being actively agi- 
tated in England, Belgium, France, Hungary, and elsewhere. It was 
felt by the governments of the leading countries that the demands of 
labor which had been formulated both in America and in Europe must 
be given recognition in the Treaty of Peace. Even Clemenceau, in his 
opening address at the Peace Conference, declared that the settlement 
of labor problems was one of the primary objectives of the Peace Con- 
ference. 

The International Labor Organization did not, as the author claims, 
(p. 23) begin with “social” matters, whatever that term may mean in 
his mind. From the very beginning the organization was vigorously 
active in the fields of hours of labor, wages, unemployment, strikes, 
and lockouts, cost of living, stabilization of the buying power of 
money, the attainment of international peace through treaties estab- 
lishing fair and equitable labor standards and conditions, fair trade 
practices, encouragement to international trade, scientific management 
in industry, social insurance against sickness, accident, old age, in- 
validity, unemployment and other hazards, the equitable distribution 
of raw materials, and any other form of activity which has a bearing 
upon production, consumption, and the incomes and standards of 
living in every nation. 

The author asserts that in the beginning “it was not assumed that 
research would be either very important or very difficult” (p. 328). 
As the director and organizer of the Scientific Division (the title was 
quickly changed to Research Division) I can say that from the be- 
ginning research was emphatically regarded as a primary function of 
the International Labor Office. The difficulties of conducting original 
research and of making comparable, so far as possible, the statistical 
information published by the different governments, were fully recog- 
nized by Director Albert Thomas, Deputy-Director Harold B. Butler, 
and all of the keymen in the office. These problems were discussed at 
length in the director’s conferences with his cabinet as well as in con- 
ferences with the section heads in my own division. No doubt records 
of these conferences exist somewhere in the files of the office, but Pro- 
fessor Wilson can scarcely be criticized for not digging them out. 

There are some inaccuracies in citing names and titles which are 
obviously due to carelessness and could have been readily avoided. 

Professor Wilson’s well-merited encomium to the genius and dy- 
namic force of Albert Thomas, the first director of the International 
Labor Office, is most gratifying to the friends and associates of the 
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late director. It is scarcely possible to overestimate the work of this 
great man in setting the organization upon its feet and in teaching it 
how and where to walk. Everyone who has had the privilege of serving 
under this genial genius knows that without him the history of the 
International Labor Office and Organization would have been entirely 
different. The aggressiveness with which the office entered into inter- 
national affairs was due more than anything else to the constructive 
imagination, quick intelligence, great courage, and indefatigable energy 
of Albert Thomas. In all fairness, however, it should be stated that 
Deputy-Director Harold B. Butler and the other keymen who formu- 
lated the general plan of organization and procedure for the office and 
the organization are responsible for the continuity and efficiency with 
which they function. Director Thomas was the dynamo which gener- 
ated the power. His associates and the office staff were the mechanism 
which translated the power of the dynamo into accomplished results. 

In his chapter on the United States and the Labor Organization, 
Professor Wilson could have pointed out that the United States might 
reap some advantage from the not very successful efforts of the organ- 
ization to raise wages, limit hours of work, and the exploitation of 
women and children in industrially backward countries. In so far as 
these efforts of the organization shall be successful, they will raise the 
standards of living and the costs of production in these countries, and 
thereby reduce slightly the severity of competition with American 
standards of wages and living. The actual achievements by the organ- 
ization in these directions are nil, or less, because of the fury of eco- 
nomic nationalism and economic depression. But at least that is one 
of the principle objectives of the organization, and America could and 
should co-operate to help achieve this desired objective. 

In spite of all the difficulties in the way, Professor Wilson still re- 
tains his faith in international co-operation in matters social, eco- 
nomic, and political. 

At the present writing the outlook seems anything but rosy. The 
world is standing on the brink of a volcano. It seems impossible that 
the existing League of Nations and the International Labor Organiza- 
tion can survive another World War. Perhaps the partial participa- 
tion of the United States in international league and labor affairs, com- 
ing at the eleventh hour, is too late to avert the threatened collapse 
of this first “noble experiment” in the search to establish the “Federa- 
tion of the World.” 

ROYAL MEEKER 
New Haven, Connecticut 
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The Gold-Exchange Standard in the Philippines. By GeorceE F. Lutu- 
RINGER. (Vol. IV, “Publications of the International Finance Sec- 
tion of the Department of Economics and Social Institutions in 
Princeton University.”) Princeton: Princeton University Press, 
1934. Pp. xvii+291. $3.00. 

This is a workmanlike, thorough, and critical history of the adminis- 
tration of the gold-exchange standard in the Philippines. It is very 
interesting—although, being technically competent, it often demands 
the strictest attention of the reader. It presupposes, of course, con- 
siderable knowledge of banking and of the exchanges. The book is 
based in part upon certain unpublished and confidential papers, cita- 
tions to which the author has had to omit. This peculiarity aside, the 
text might be described as noteworthy for its thorough documentation. 
The history is brought down to 1932. Delay in the publication of 
official records prevented its continuation in a formal way to a later 
date. There is, however, discussion of events and conditions subse- 
quent to 1932. 

The monetary system now operative in the Philippines was original- 
ly established by Act of Congress of 1903 as a pure and an automatic 
gold-exchange standard. It was a pure standard in that redemption of 
local currency in drafts (i.e., in gold exchange) was the only mandatory 
redemption provided for the maintenance of parity with gold. That 
is to say, this was not a case where the pegging of gold exchange was 
merely supplemental to direct redemption in gold metal or coin at 
home. The system was planned to be automatic in that the necessary 
sales and purchases of exchange were positively enjoined by law on the 
government treasury and were not left to the discretion of any banking 
authority. This automatism was protected by the requirement that 
Philippine pesos taken in exchange for dollar drafts sold must be im- 
pounded until paid out in a reverse exchange operation—that is, in the 
purchase of drafts or credits offered the government by sellers of dol- 
lars in this form. Thus there was provision for the proper contraction 
and expansion of the local currency necessary for the long-time suc- 
cessful operation of the gold-exchange standard. As the author says, 
the system as first set up was as automatic as the full or regular gold 
standard itself. 

In spite of this start, the history of the Philippine monetary system 
during the thirty years to follow became one of difficulty and vicissi- 
tude. There was a failure to maintain the official parity of the peso for 
some three years (1919-22). And nearly all the time there was in force 
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one departure or another from the comparatively simple and truly 
proper plan adopted at the beginning, and many interesting complica- 
tions arose in practical management. The statutes governing the 
standard were in consequence amended from time to time. There was 
a period of the grossest mismanagement and of clear violation of law. 
Within the space of this review it is not feasible to list in full even the 
main headings of this history, but it is to be hoped there will be many 
readers who will learn of these things from Luthringer’s interesting 
work. 

Right from the start there were surprises and unanticipated meth- 
ods of carrying on. A silver coin, the peso, was provided to serve as the 
main circulating medium. This subsequently proved to be too heavy 
in view of an unanticipated rise in the gold price of silver metal. And 
so the weight of this coin had to be reduced. (There was a narrow 
escape from the necessity of a further reduction on another occasion 
some years later.) At the outset a paper representative of the silver 
peso was provided, a silver certificate, but it was supposed the coin 
would be the thing to circulate. The unexpected came to pass. The 
local population developed an early and decided preference for the 
paper! By 1918, 72 per cent of the circulation was paper. The reserve 
against outstanding silver certificates was instituted as one to consist 
of 100 per cent of coined silver. But soon U.S. gold coin was made a 
permissible substitute for silver, and subsequently, on the theory of its 
equivalence with gold coin, deposit credit in U.S. banks was made a 
substitute for coin of either kind in vault. It came to pass after a 
period that over 80 per cent of this reserve, the “Currency Reserve 
Fund,” was being carried on deposit with banks in the United States. 
Furthermore, this fund became the real gold-exchange regulation fund, 
practically superseding the “Gold Standard Fund,” the one originally 
set up to serve this purpose. An important part of the history concerns 
the acquisition of control of the reserve fund by the Philippine National 
Bank, which after a time managed by exchange operations to shift the 
dollar balances back to the islands and there to employ them as pesos 
in (rather bad) loans and investments. Two results followed from this 
abuse: (1) the contraction of island currency no longer took place when 
it ought to under a properly managed gold-exchange system, and (2) 
the fund itself was largely dissipated by reason of the bank’s losses. 
At the close of the book there is a good discussion of the present state 
of affairs. Today’s system seems competent to maintain parity of peso 
and dollar. (Since the adoption by the U.S. government of its new 
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gold policy, the Philippine peso has been maintained at a parity with 
our actual currency dollar and not with the now theoretical gold dollar 


of 23.22 grains of fine gold.) 
A. C. WHITAKER 


Stanford University 


The Price of Peace: The Challenge of Economic Nationalism. By Franx 
H. Stwonps and Brooks Emeny. New York: Harper & Bros., 
1935. Pp. xxviii+352. $3.00. 

Some will doubtless call this a brilliant book. That is to say, the 
author, being a journalist and feeling no necessity for substantiating 
his statements or qualifying them to fit the facts, is able to embellish 
it with many striking antitheses and generalizations. I refer to “the 
author” for there is little evidence that Dr. Emeny contributed any- 
thing except charts of the mineral and other resources of leading 
powers—-similar to, if not identical with, those in his Strategy of Raw 
Materials. This factual material is in the smallest degree integrated 
with the discussion. The style throughout is that of Frank Simonds. 

The basic assumption is that the depression has caused the powers 
endowed with great resources to abandon laissez faire and adopt an 
extreme nationalism; that this closing of foreign markets has been 
disastrous to poor Germany, Italy, and Japan because of their paucity 
of raw materials; and hence that these three powers are driven to war 
to obtain economic equality. Economic rivalry has now become a 
struggle to the death! 

There is no discussion of trade barriers—their extent in 1929, the 
order and degree in which they have been raised since, and their effects. 
There is no discussion of trade. No attempt is made to explain why 
Switzerland and Scandinavia are so peaceful in spite of dependence on 
foreign countries for raw materials, nor to explain the discrepancy be- 
tween the author’s presentation and the constant complaints that the 
Japanese are “flooding” the markets of the world. The author avoids 
the error of stating that the countries with raw materials have with- 
held them, but alleges that the poor countries have been unable to buy 
them—without discussing the terrific declines in the prices of raw ma- 
terials. He does not mention the efforts of Germany and Italy to be- 
come self-sufficient prior to the depression, nor does he reveal any 
traces of a suspicion that the agricultural tariffs of Europe in the last 
decade may have hurt the agricultural producers in the New World far 
more than the American tariffs have hurt the European manufacturers. 
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The indexes of production and the figures for the trade of the various 
countries published by the League of Nations are doubtless incon- 
clusive in themselves but they offer prima facie evidence that Mr. 
Simonds’ first step should have been to prove his assumption that the 
countries less well supplied with domestic raw materials have suffered 
more severely from the depression and the trade barriers than have the 
countries which are more self-contained, and that this difference was 
due to the absence of domestic or imperial sources of raw materials. 

On the contrary, it would be easier to prove that the depression had 
been especially injurious to the countries most conspicuous for their 
production of raw materials. Rubber, cotton, copper, tin, petroleum, 
and on through the list of raw materials for lack of which Germany, 
Italy, and Japan are represented as suffocating, have been in fact foci 
of the economic infection ravaging the countries and the empires which 
possess them. Japan’s greatest loss has been in her export of raw silk, 
the one important raw material in which she dominates; and the loss 
has not been because the chief markets restricted its entrance, for it 
continued to enter free, but because the depression made its price 
ruinous to the producers. 

Possibly it is a sign of moral progress that aggressors now devote 
millions to propaganda to convince American opinion that their wars 
are either justified or inevitable. Naturally their method is to exag- 
gerate every point of any plausibility whatever and reiterate it end- 
lessly. The book under review is one evidence of their success. In- 
stead of critically examining the alleged forces driving these countries 
into war, instead of scanning the improbability that war will solve their 
economic problems, the author starts in where they leave off. The Japan- 
ese may easily forgive Mr. Simonds for the harsh things he says of them, 
and for his obvious preference for some peace machinery which would 
hold such freebooters in check, because of the fluency and style with 
which he reiterates the assumptions of their propaganda. 

After five introductory chapters, fourteen chapters on Europe, and 
seven on America and Asia, the concluding nine chapters on peace are 
relatively well supported, though all chapters are written in the same 
cocksure tone and without qualifications. The attack on China is as 
unrestrained as the Japanese would wish. As an instrument of peace 
the League is dead as a doornail. The fault is all that of the United 
States and the United Kingdom, who desire peace without being willing 
to support it in any way. No peace is possible unless the suffocating 
powers are given economic outlets and equality of economic opportu- 
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nity. (So sure is he of this that he regards even Japan’s rising standard 
of living as ominous.) 

Shocking as it is to contemplate so many pages of unverified as- 
sumptions, at least one class of readers may derive benefit from Mr. 
Simonds’ discussion of the peace problem. His realistic approach 
should be pondered by all the deluded sentimentalists who imagine that 
world-peace is just a matter of public opinion and who feel that they 
are doing their bit for world-peace by going around crying “Peace! 
Peace!’ “Disarm!” “Keep us neutral!” “No entanglements with 
Europe!” “Keep out of the League!” 

But there is nothing in The Price of Peace for the economist—no 
new facts, no new analysis, and not even any quotations since “No part 
of the text may be reproduced in any manner whatsoever without 


written permission.” 
B. B. WALLACE 


Washington, D.C. 


Production Trends in the United States since 1870. By ARTHUR F. 
Burns. New York: National Bureau of Economic Research, Inc., 
1934. Pp. xxxii+363. $3.50. 

This book is the result of an undertaking to ascertain what general 
features have characterized the growth of American industries since 
1870. “The gist of Dr. Burns’ answer,” to use the language of Dr. 
Wesley C. Mitchell’s excellent introductory 13-page “summary of the 
findings,” “is that rapid growth in general production and decline in 
the rate of growth of individual industries go together. The latter is 
as characteristic of a progressive state as the former. The incessant 
introduction of new commodities restricts the increase in the demand 
for old commodities” (p. xvi). 

The analytical procedure employed consisted of determining the 
trends and measuring the rates of change in 104 series for which con- 
tinuous data were available back at least to 1885, and in a majority of 
cases to 1870; and, less systematically, in 43 supplementary discon- 
tinuous series. These series by no means all represent direct commodity 
production; but all are indicative of production of some form or other. 
For example, the series include coastal trade, postage stamps, railway 
ton-miles, railway passenger-miles, agricultural exports, deflated clear- 
ings, and shares traded. Many of the commodity production series are 
expressed in terms of raw material inputs, rather than in outputs of 
manufactured products (coffee imports, cotton consumption, tobacco 
consumption, rubber imports). Cod and mackerel fisheries are ex- 
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pressed in tonnage of vessels employed. In fact, all available series of 
any kind indicative of production were used, in order to obtain as full 
a sampling of American industry as possible. Dr. Burns estimates that 
65 per cent of agriculture was covered, 100 per cent of fisheries, 83 per 
cent of mining, 22 per cent of manufactures, 63 per cent of construc- 
tion, 69 per cent of transportation, and 100 per cent of trade. Clas- 
sified another way, 43 per cent of the commodity-producing industries 
were represented, and 37 per cent of the service-producing industries. 

For purposes of this analysis, Dr. Burns classifies changes in pro- 
duction under three heads, “primary trends,” “trend cycles,” and 
“cycles,” the latter being broadly and loosely defined to include any 
“period containing a rise or fall, the cycle being the shortest that can 
occur in annual data” (p. 31). The pattern for these latter cycles is, 
thus, the Mitchell business cycle of a few years’ duration. Chapters iii 
and iv deal with the primary trends, including the retardation in the 
rates of growth, and chapter v with the trend cycles. Chapter vi en- 
deavors to relate this analysis to the usual presentation of total pro- 
duction in terms of indexes of physical production. Chapters i and ii 
describe the data and the methodology employed in this analysis. 

The analysis of primary trends reveals, in addition to the general 
prevalence of growth retardation already indicated, a wide divergence 
between industries in their rates of growth, from definite decline for 
around 8 per cent of them to increases of 9 per cent or more per year 
for 6 per cent of them. The author does well to point out that if two 
industries each had 100 units of output in 1870, but one grew 6.5 per 
cent per year and the other 2.0 per cent, by 1929 the first would be pro- 
ducing thirteen times as much as the second. However, half of the 
series had rates of annual growth of less than 2.0 per cent or more than 
6.5 per cent. Nothing short of profound disturbance of the pattern of 
production could follow from such differences. The analysis further 
reveals wide differences in the rates of growth of individual industries 
from decade to decade, the standard deviations of the decade rates 
ranging from over 30 for shares traded and sulphur output, to 1.0 or 
less for hogs, fish, flour, tobacco, and postage stamps. Growth retarda- 
tion was found to be least for the series of organic raw materials (agri- 
culture, fisheries, and forestry), and most for mining, manufacturing, 
and construction. It is important to remember that these statements 
apply to individual industries, not to totals for the groups named. 
Agriculture has its examples of old industries supplanted in part by 
new ones; but not to the extent found in manufactures. 

To understand the discussion of trend cycles, one must be informed 
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as to the techniques of measurement employed. The essential feature 
of these was the breaking of the series into 11-year overlapping seg- 
ments (1870-80, 1875-85, 1880-90, and so on) and computing average 
rates of growth for each segment. The trend cycles are changes in the 
decade rates of growth of longer duration than business cycles and 
other similarly short cycles, which are imposed upon the primary 
trends. The general pattern of trend-cycle movement found for the 
1870-1929 period was upward to 1880, downward to 1890, upward to 
1900, downward to 1910, upward to 1915, downward to 1920, and 
upward to 1925, if the agricultural series are omitted. It should be 
obvious that these segments or any others that might be taken cannot 
be applied uniformly to the individual ups and downs in the 104 con- 
tinuous series studied without producing serious distortions. Dr. 
Burns therefore had to adapt the segments to each series. This he did 
by substituting for the exact segments, when necessary, what he calls 
“working decades” (which in practice might be as long as 13 years or 
as short as 9 years) which largely overlapped the 11-year segments, and 
considering these as if they were the exact segments centering on the 
nearest decennial or quinquennial years. In so far as this procedure 
was successful, the decade rates were thus based on periods beginning 
and ending in the same phase of the cycles. But this procedure also 
had the effect of centering the turns in the trend-cycle movements upon 
the nearest 5-year intervals. One therefore cannot say that the first 
trend cycle studied was 20 years long (1880 to 1900), the second 15 
years, and the third 10 years. 

The conclusion reached in the final chapter is that “If there has been 
any decline in the rate of growth in the total physical production of 
this country, its extent has probably been slight, and it is even mildly 
probable that the rate of growth has been increasing somewhat.”’ Dr. 
Burns finds definite evidence of downward bias in the indexes of total 
production as well as in many of the individual series. 

The first critical comment that any reader is likely to make on this 
study is that it is much more largely an analysis of the declining phase 
of industrial growth than of the increasing phase. This could not be 
otherwise if the only series taken were those running back to 1870-85. 
Though the author fully recognizes this, to publish a book which so 
carefully delineates the general features of industry decline without de- 
picting compensating industry growth is, nevertheless, somewhat un- 
fortunate. The reader would like the study better if series representing 
new industries arising between 1885 and 1920 had also been analyzed, 
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and if it had undertaken to show some of the characteristic features of 
growth as well as of decline. 

Although Dr. Burns guards himself carefully against charges of 
claiming too large coverage for his samples, in one respect at least he 
has in effect done this. It may be true that the five items listed under 
“Trade” (shares traded, deflated clearings, railway freight, tonnage 
entered and cleared, and agricultural exports) do give 100 per cent 
coverage and reflect the growth of trade in toto; but the reviewer feels 
that the form of trade that is commonly designated as merchandising 
is not clearly in the picture. Such evidence as is available indicates 
that the number of workers identifiable with marketing increased 68 
per cent between 1910 and 1930, as compared with 32 per cent for 
manufacturing," and most of the increase was in retail occupational 
classes such as salesmen and saleswomen and retail dealers. Moreover, 
to represent trade by only five series, as against a score or two for 
manufacturing, and to treat the whole problem in terms of individual 
series as units regardless of their significance, obscures the fact that 
trade has now become a sixth of our national economic activity, only 
slightly second to manufacturing. 

The methodology represents an interesting attempt to give sta- 
tistical time-sequence procedures a degree of flexibility that they need 
for realistic analysis. On the whole, the outcome is more successful 
than most such attempts. Nevertheless, some of the individual series 
must have been tortured considerably to fit the Procrustean bed of the 
11-year segments even with the elasticity added by the “working 
decade.”” This must have been true particularly for the “cycles” for 
agricultural production. The method is better suited to the short- 
style business cycle, three of which are likely to combine into approxi- 
mately an 11-year segment, than to other types of fluctuations. To 
have included in the presentation several examples, especially from 
agriculture, of how the working decades were devised and used, would 
have added realism to the exposition. 

In most respects the report of this study could well serve as a model 
for statistical presentation. Most of the terms are carefully defined, 
the limitations of the data are fully stated, the methods are painstak- 
ingly described, the inferences are conservatively made, and precision 
is almost painfully sought in every statement. If it is not as comfort- 
able to read as some other statistical exposition, perhaps this is a 

* John D. Black and J. K. Galbraith, “The Quantitative Position of Marketing 
in the United States,” Quarterly Journal of Economics, May, 1935. 
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necessary consequence of the foregoing. Probably, however, some- 
what less formality of exposition in putting the data through their 
statistical paces, and more concreteness and conciseness in the pres- 
entation, would have helped in this respect. We should recall that 
one of the best reviews ever written of a textbook in statistics was pub- 
lished in Life. 

A consequence of the formalism noted is that at times the reader 
feels that he is merely being victimized by an elaboration of the 
obvious. It must be confessed that some of the treatise does partake 
of this quality, and that one has to look to the quantitative results to 
justify the analysis. Nevertheless, the book as a whole does contribute 
significantly toward establishing maladjustments in production and 
innovations as important features of business cycles. It is a definite 
contribution to business-cycle theory from the production approach. 

Joun D. Brack 
Harvard University 


Ecrits notables sur la monnaie (X VI* siécle) de Copernic 4 Davanzati. Re- 
printed and translated after the original editions and manuscripts, 
with an Introduction, bibliographical notices, and notes by JEAN- 
Yves LE Brancuv. Paris: Félix Alcan, 1934. 2 vols.: Pp. civ+ 


177 and 241. Fr. 35 each. 

These two handsomely printed volumes, constituting the second 
item of the so-called “‘new edition” of the well-known “Collection des 
principaux économistes,” contain material which was not included in 
the “original” edition by Daire and his colleagues. They should make 
a very welcome addition to the libraries of those interested in the his- 
tory of monetary theory. 

Most of the material included is, to be sure, already available in 
any reasonably good university library. Thus, the De monete cutende 
ratio of Copernicus is available in Wolowski’s reprint and translation 
of 1864, though M. le Branchu has not only provided a new transla- 
tion but, unlike Wolowski, has noted the more important text variants, 
chiefly on the basis of Dmochowski’s edition of the text (1923); the 
Gemeine Stimmen von der Miiniz of the Albertine-Ernestine contro- 
versy, presented here in French translation, was made available by 
Lotz in 1893; Bodin’s Reply to the Paradoxes of Malestroict was re- 
printed as recently as 1932 in an elaborate edition by Professor Hauser 
(an English translation of parts of the Reply had been included in A. E. 
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Monroe’s Early Economic Thought [1924]); Gresham’s celebrated Letter, 
here presented in French translation, has been made available in the 
English original more than once since its first publication in Burgon’s 
Life—most recently, perhaps, in Volume II of the Tawney-Power 
Tudor Economic Documents (1924); the Compendious or Briefe Exam- 
ination of Certayne Ordinary Complaints, or Discourse of the Common 
Weal of This Realm of England, which, ever since Miss Lamond’s edi- 
tion of 1893, has been generally attributed to John Hales, was made 
more accessible by a reissue of the Lamond edition in 1929, though 
some interest attaches to the present version not only because it is a 
translation, but also because the editor, unlike Miss Lamond, has 
taken the New Shakespeare Society edition as his basic text, the other 
editions and manuscripts being treated as variants; and Davanzati’s 
Lezione delle monete is conveniently available in the Custodi collection, 
though its translation into French should be helpful to those un- 
familiar with Italian. An English translation of Davanzati’s Lezione, 
by John Toland was published in 1696. Yet, though so much of the 
material is thus available elsewhere, the editor is certainly to be 
thanked for having assembled the scattered items into a single volume 
of easy reference. 

Less generally accessible are the two other items—both of them 
brief—included in the two volumes under review. The first of the two 
—a letter of Copernicus to Felix Reich—is of interest as containing 
Copernicus’ own comments on certain of the calculations in his Monete 
culende ratio. The second—the Paradoxes of Malestroict to which 
Bodin made his famous Reply—is particularly welcome, not so much 
because of the interest that might attach to a possible “‘rehabilitation” 
of the Paradoxes (see I, li) as because it is ridiculous that one should 
read Bodin’s Reply without bothering to consult the document to 
which he “replied.” The interested reader will find a particularly 
amusing example of the consequences of this practice in I, 175, note 5, 
where M. le Branchu catches no less a person than the editor of the 
most elaborate edition of Bodin’s Reply in a slip that could have been 
made only by one who had not read the Paradoxes. (It is a pity that 
careless proofreading should prevent some readers from appreciating 
M. le Branchu’s little joke; the page reference to the Paradoxes should 
be p. 58.) 

The editor’s eighty-two-page Introduction will be found interesting 
and valuable by most readers, even if not all of them will be prepared 
to assent to all its details, as, for example, the suggestion (I, xxxviii) 
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that the substance of the “quantity equation” is to be found in the 
Albertine Gemeine Stimmen; though one cannot help being intrigued, 
if not entirely convinced, by the ingenious attempt (pp. Ixviii ff., xxx) 
to rehabilitate a thesis examined, but rejected, by Miss Lamond: 
namely, that the author of the Discourse of the Common Weal was not 
John Hales, but Sir Thomas Smythe, and that the mysterious initials 
“‘W. S.” are those of Sir Thomas’ nephew, William. 


ARTHUR W. MARGET 
University of Minnesota 


Public Utility Valuation for Purposes of Rate Control. By JoHN BAUER 
and NATHANIEL GoLp. New York: Macmillan Co., 1934. Pp. xxii+ 
477. $3.50. 

Although part of a general study of legal valuation appearing under 
the editorship of Professor James C. Bonbright, the present book at- 
tempts little beyond the subject of value for public-utility rate-making. 
And within this field the authors are much more effective when they 
remain close to the beaten path than when they stray on occasional 
philosophic excursions. Following a historical development of the valu- 
ation concept, the book deals critically with the determination of*fair 
value” (in general and of the several classes of property) under the law 
of the land, and concludes with an explanation and defense of the au- 
thors’ own proposals. In a very real sense it is an elaborate brief for 
the Bauer plan of utility valuation. 

In many respects the work is thoroughly well done. The tone of the 
discussion is commendable throughout ; there can be nothing but praise 
for the reasonable spirit in which the authors have approached their 
task. The analysis at several points is sharp and the emphasis for the 
most part is well placed (e.g., on the need for continuous positive con- 
trol, and the distinction drawn between investment made prior and 
that made subsequent to the adoption of definite legislative standards). 
Part II, dealing with the details of valuation practice, is distinctly 
first rate despite the disagreement which it will most certainly arouse 
on particular issues. Even those students of special phases of valuation 
(e.g., going value, working capital, land, railroad valuation) who find 
fault with the treatment accorded their specialties are likely to unite 
in the verdict that as a whole this is the best of the recent general 
treatises. But it is not (as I had hoped it might be) the book to end 
books on the subject. 
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Significant shortcomings—outside of the substantive material on 
which, of course, opinions will differ—lie in the omission of reference 
to technical literature and several worth-while points advanced there- 
in, failure to mention a number of recent developments in regulatory 
problems and machinery, inadequate discussion of index numbers (in 
which excessive faith is expressed), and the authors’ heavy and repeti- 
tious style of presentation. 

The case made for the Bauer plan really suffers from overstatement. 
I count myself a supporter of the plan (with modifications), but I am 
convinced that no one method of valuation is inherently demanded 
by the rate-making situation—no method is right as distinct from all 
others which are wrong. Any method of valuation is a makeshift; all 
that can be asked of it is that it shall be internally consistent, that it 
shall be within the range of fairness and hence capable of inducing as 
much investment as authorities require or are willing to approve (exact- 
ness here is out of the question), and that it shall be simple and eco- 
nomical of application and relatively non-contentious. The Bauer plan 
certainly meets these tests, and more should not be claimed for it; it is 
by no means airtight. 

The summary of Supreme Court cases—designed to establish the 
existence of a judicial haven for the Bauer plan—is good,’ but, again, 
is overdone. The discussion proceeds (wishfully, at times) to the con- 
clusion that the Court has not spoken in decision against the employ- 
ment of a split-inventory rate base supported by a legislative declara- 
tion of policy. There is point to the conclusion, but it should inspire 
hope rather than anticipation. The only certainty to be drawn from 
the cases is that it is utterly fruitless in advance of a decision to pre- 


* The authors (and the editor) labor the point that circular reasoning is not 
necessarily involved when the Court follows condemnation procedure in determining 
rate value, because in condemnation cases, instead of calculating value directly on 
earning power, use is frequently made of the very types of evidence on which 
emphasis is placed in rate cases. “That the Court at different times has had con- 
demnation value in mind in discussing valuation for rate making there is no doubt, 
but whether it was ever really confused as to basic conceptions is not so certain” 
(p. 56). This is generous indeed. There seems to me no reason to doubt that the 
Court is “‘confused as to basic conceptions.” Identical procedure may be used in 
condemnation and rate cases, of course, but the practice is questionable, and to 
argue from one type of case to the other without spelling out the necessary dis- 
tinctions is certainly confusing if not “confused.” For instance, when the Court, 
as in the recent Baltimore Telephone case, identifies “‘just compensation” in eminent 
domain with “just compensation” in rate cases, it is difficult to believe that it is not 
“confused.” 
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dict the ruling in any valuation proceeding. The cases do violence to 
any pattern laid in terms of methods, ends, or even attitudes.? The 
statement that “While the Supreme Court never stated explicitly that 
reproduction cost is to be taken as the sole basis of ‘fair value,’ never- 
theless that appears to be in effect the decisions and opinions in later 
cases” (p. 19), is quite mistaken. A major weakness in the Court’s posi- 
tion has been its failure to tie “fair value” to amy identifiable standard. 
The jelly-like thing which the Court terms “fair value” suffers from 
all of the evils of reproduction cost as well as its own peculiar infirmi- 
ties. Reproduction cost is bad, but at least it is intellectually re- 
spectable. 

Bauer and Gold, in common with others, count too heavily on the 
dialectic power of such terms as “public interest” and “public use.” 
It can afford to be said again that these expressions are wholly wishful; 
they establish absolutely nothing as to the course, boundaries, or sub- 
stantive content of any relationship or dealings between industries and 
the state, and their constant repetition—as though they carried inde- 
pendent persuasive force—comes, in time, to produce irritation rather 
than conviction. Utility consumers will continue to buy metaphysics 
by the kilowatt hour and the cubic foot just as long as the literature 
of regulation clings to its mystical, question-begging phrases. 


Oberlin College Ben W. Lewis 


Unbalanced Budgets: A Study of the Financial Crisis in Fifteen Coun- 
tries. By HuGu DALTON, BRINLEY THoMas, J. N. REEDMAN, T. J. 
Hucues, and W. J. LEantnc. London: George Routledge & Sons, 
Ltd., 1934. Pp. xi+468. 15s. 

The Budget in Governments of Today. By A. E. Buck. New York: 
Macmillan Co., 1934. Pp. vi+349. $3.00. 

From British and American pens have come two timely books on 
the budget. One is written by economists, the other by a political 


2 The authors interpret the Los Angeles Gas case as establishing that the Court 
is concerned only with the results of valuation and not with the method. For a 
fuller exposition of this view see I. R. Barnes, “Federal Courts and State Regula- 
tion of Utilities,” Yale Law Journal, XLIII (January, 1934), 417. This interpreta- 
tion seems pointless since “fair value” (the result) is not a determinate amount in- 
dependent of the value theory or method it is designed to express. The Los Angeles 
Gas decision, with others of the same vintage (e.g., the Chicago Telephone case), 
really seemed to indicate merely that the Court was growing weary of its self-im- 
posed task of substituting its own judgment for that of commissions and was pre- 
pared to confine itself to more strictly judicial activity. But, alas, this interpreta- 
tion must go the way of the others! See the Baltimore Telephone case. 
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scientist. One is essentially a collection of facts related to financial 
policies broadly conceived; the other concerns itself mainly with gen- 
eral policies and practical problems proximately related to the budget. 

The volume by Dalton and others was made possible by a grant 
from the Acland Travelling Scholarships enabling the recipients to 
spend considerable time in many of the countries about whose policies 
the book was written. Especial attention was given to Germany, Italy, 
and France. Denmark, Sweden, Holland, Belgium, Austria, Poland, 
and Finland were discussed in short sections following a general survey 
chapter. Australia and New Zealand were separately dealt with and a 
short note was incorporated on events in the United States. Fore and 
aft were an Introduction and Conclusion by Dalton, the latter being 
a fine résumé of the significant facts and tendencies covered in other 
sections. 

For the general student the Introduction and Conclusion are the 
most interesting sections of the report. The other portions are too 
much concerned with the details of fact and too devoid of critical ap- 
praisals of policies to have much tc commend them, except the exhaus- 
tive cataloguing of expedients attempted in critical situations. For 
those who have not seen the intimate connection between monetary 
and fiscal policies, and for those interested in illustrative material, the 
detailed sections will be useful. Dalton places much emphasis in his 
sections on the “breakdown of capitalism” to the neglect of major con- 
siderations involved in appraising policies of unbalanced budgets. He 
does indicate the “pedantic luxury” of balanced budgets, “which a 
community, hard pressed by sudden and exceptional misfortune, can 
ill afford” (p. 12) but does not carry this analysis to its logical ends. 
Had he done so Buck might not have been so hasty in his appraisal 
of budgetary disequilibrium. Dalton likewise strips the calendar year 
of its sanctity as a budget period (cf. p. 14)—a fetish which again 
impresses Buck. The separation between budgets for current expendi- 
tures and budgets for capital improvements is both approved and sup- 
ported by practices of various cuuntries. Dalton calls attention, too, to 
the large measure of support which has come to such projects from tax- 
ation rather than loans. The consolation thus bestowed on some is 
stripped from them when he says: 


Because, with falling prices and declining economic activity, a given rate 
of tax yields less revenue than before, it has often been argued that the point 
of maximum yield has been passed and that a higher rate would yield less 
revenue still. But, except in a few special cases, this argument is false. 
Again, it is often argued that high taxation is an important cause of trade 
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depression, and that higher taxation will deepen the depression and post- 
pone recovery. But, in general, this argument too is false. In the cata- 
strophic fall of prices, the level of taxation has not been a significant factor 
[pp. 436-37]. 

or when he recommends: 

A closer approach to equity, and to equality of sacrifice, than any of the 

programs actually adopted by governments, might have been found in a 
uniform percentage reduction of all money incomes, of whatever kind, in 
proportion to the fall in the general price level since a given date 
is, in principle, a most conservative device for regaining a lost equilibrium of 
prices and costs, without either changing the monetary system or seeming 
to violate social justice [p. 454]. 
On the whole, however, as between the budget balancers and those 
who seek a way out by “a planned expansion of production” he believes 
that “those who advocate the expansionist doctrine have the better 
case, but that their policy, in order to be more fully effective, needs 
to be pushed a good deal farther than most of them seem willing to 
push it.” He believes that “freedom from the plague of recurrent 
booms and slumps can be found only in a Planned Economy.” It is the 
reviewer’s lament that these beliefs were not more completely formu- 
lated. 

The plan of Buck’s book is easily sketched. A brief outline of budge- 
tary history is followed by chapters on “general aspects,” the rdéles of 
the prominent parties involved in budget-making, the budget as a 
financial plan, its formulation, authorization, execution, and observ- 
ance. The volume concludes with an “outlook” for the budget in the 
United States. The presentation is essentially popular. It contains a 
good Bibliography, but the pages are seldom documented. It is far 
more useful to political scientists than to economists. The strong points 
of the book inhere in discussions of political and administrative prob- 
lems, which the author sees clearly. He discusses probable future 
trends in governmental organization and policy. To them he relates 
the budgetary problem. In the consolidation of governments, for ex- 
ample, the adequate development of budgetary techniques conditions 
the progress of the movement. So, too, with grants-in-aid and revenue 
sharing. 

The recommendations of the author concerning improvements in the 
budget of the United States are both realistic and timely. A number of 
them he was able to incorporate in the 1935 budget as technical adviser 
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to the budget authorities. The reasons for them are clearly stated in 
the text. It is to be hoped that Mr. Buck can further apply his theories 


to future federal budgets. 
Smmeon E, LELAND 
University of Chicago 


Public Finance. Edited and annotated by Eimer D. FaGan and C. 
Warp Macy. New York: Longmans, Green & Co., 1934. Pp. xii+ 
960. $4.75. 

Eighty-one separate items of material, together with numerous 
comments and transitional paragraphs by the editors, are assembled in 
this volume under twenty-nine chapter headings. The writings of forty- 
nine authors (including joint authors) have been tapped as sources of 
materials; the names of nineteen authors are encountered more than 
once, three names appearing as many as four times. Questions and 
problems for discussion and suggestions for research are appended to 
each chapter, together with a bibliographical note in which additional 
well-selected items are commented upon briefly. 

Fagan and Macy state that their purpose has been 
.... to bring together some results of the mature reflection of many able 
scholars in this field The editors have been guided primarily by the de- 
sire to reproduce studies in which emphasis has been placed upon fundamen- 
tal economic principles in their relation to the problems of public finance [p. 
v}. 

They further express the hope that the volume may be suitable either 

as a textbook or as a book of collateral readings. 

The reviewer is frankly skeptical regarding the possibility of con- 
structing a satisfactory text for use in an introductory course in public 
finance by the scissors-and-paste method. If recourse is had to other 
than the “best” materials at hand, the resulting volume is doomed to 
mediocrity at the outset because of its ancestry; if the most scholarly 
materials available are incorporated (the course that Fagan and Macy 
have followed in the main) the volume is likely to be “over the heads” 
of the majority of students, who all too commonly lack the requisite 
background of both economic principles and factual information. In 
any case, furthermore, the inescapable problems of co-ordinating, bal- 
ancing, and integrating are serious, if not insuperable. It is apparent 
that the editors of Public Finance have struggled heroically with these 
problems, but the odds have been against them too heavily, and their 
efforts have eventuated in something less than complete success. The 
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volume contains more pages and more words than are ordinarily offered 
as textual material in introductory courses. Several topics receive 
scant attention in comparison with that accorded them by other cur- 
rent textbooks; historical and descriptive materials appear infrequent- 
ly and only incidentally. Other topics (“Ideals in Taxation,” ““Taxa- 
tion of Land and Natural Resources,” and “Financial Administra- 
tion”) are given unusual emphasis. 

These features, however, which weaken the volume as an introduc- 
tory textbook, constitute pillars of strength when it is regarded either 
as a book of collateral readings or as a text for an advanced course in 
fiscal problems. The relative emphasis upon “unorthodox” topics be- 
comes a positive virtue, and the same is true of the absence of historical 
and descriptive materials. Economic and administrative fundamentals 
are stressed repeatedly, but generally on the graduate level of intellec- 
tual competency. The editors have sought to include only materials 
that are essentially “timeless” and of enduring value; nevertheless, only 
a single item (Wagner) dates back to the nineteenth century, and over 
two-thirds of the selections have appeared during the past decade. 
There is no turning of the spotlight on particular economic or political 
“philosophies,” and propaganda material has been eschewed entirely. 
All persons who are interested in doing serious thinking in the field of 
government finance should be grateful to Professors Fagan and Macy 


for having made so much valuable material of recent issue so readily 
accessible. 


R. W. NELSON 
University of Iowa 


Public Finance. By CtypE L. Kinc. New York: Macmillan Co., 1935. 

Pp. x+602. $3.75. 

The purpose of this book, states the author, “is to bring up to date 
the recent shifts in public expenditure, in public incomes, and in public 
debts.” This purpose has been accomplished by ample presentation of 
diagrams, tables, and bar charts, showing present facts and trends, but 
at the sacrifice of statement of underlying economic principles. About 
one-third of the book is assigned to analysis of protective and develop- 
mental expenditures such as war, education, health, welfare, relief, and 
public works, and while factual analysis is the chief virtue, it ap- 
proaches a fault and leaves the bewildered reader with an array of fig- 
ures that requires almost annual revision. Critical evaluation of ex- 
penditure-trends would have been helpful. Had the analytical method 
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applied to school subsidies and standards of relief administration been 
extended to other important expenditures, the book would have been 
more valuable. 

In the discussion of revenues the author departs from the beaten 
path. An extended treatment of tariff history, principles of internation- 
al trade, capital movements, and governmental exchange-controls 
tends to overemphasize the fiscal significance of customs duties, though 
affording an understanding of related principles. The material pertain- 
ing to the general property tax, to the interrelation of intangible and 
corporate taxation, and to real estate and improvements taxation, 
adds substantially to the value of the book. The factual presentation 
of inheritance, gasoline, and sales taxes is especially commendable. On 
the other hand, the treatment of the principles of shifting and incidence 
is very elementary, and glosses over the rigorous reasoning involved in 
differential costs and elasticity of demand. The single chapter on public 
borrowing is inadequate for a clear-cut understanding of present trends 
and problems. 

The book meets the needs of serious-minded citizens interested in a 
better understanding of contemporary problems of public finance, but 
if used as a college textbook it needs to be supplemented with readings 
and lectures presenting economic principles. Out of the author’s ex- 
perience in drafting three biennial budgets for the Commonwealth of 
Pennsylvania has doubtless grown an appreciation of the importance 
of fact, law and administration, and this emphasis dominates through- 
out. The reasons for the fact and law, the results of the law and the 
administration, the advantages and disadvantages of particular ex- 
penditures, revenues and debts, these are the sins of omission. Perhaps 
this book meets the growing need for emphasis of the “public” aspects 


of public finance. 
Ernest H. HAHNE 


Northwestern University 


Labor in Colonial New York, 1664-1776. By SamuEL McKEE, Jr. New 

York: Columbia University Press, 1935. Pp. 193. $3.00. 

As the story of labor in the United States is pushed back into the 
Colonial period, the trail thins out until only an occasional footprint 
gives the historian a suggestion of the general condition. Mr. McKee 
believes that something of value can be reconstructed from the bits of 
evidence that survive and this monograph supports, in part at least, 
this optimism. 
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There were in early Colonial New York four types of industrial and 
domestic labor: free artisans and laborers, apprentices, indentured 
servants, and slaves. Each of these is given a separate section, but the 
treatment of free labor, though not the most complete, is the most 
interesting because so little has been done with it. 

An attempt was made in Colonial New York to establish the English 
institution of the freedom of the city—a control over the artisans and 
merchants carrying with it elements of monopoly. But, while many 
grants of the right to set up in business in New York and Albany are 
found and apprentices born in the cities had this right, it would seem 
that no strict enforcement of the regulations was maintained. Thus by 
a sea change this English practice declined, but perhaps not much more 
than it had suffered at home. 

Mr. McKee finds little evidence of a master-journeyman relation- 
ship and suggests that this, too, declined from 1664 to 1776. He finds, 
in fact, that all classifications of labor broke down in the Colonial 
period. But the master-journeyman system was well established in 
New York from 1790 to 1840, and this does not square with the belief 
that it was in decline during the Colonial period. It is probable that 
the artisans who received the freedom of the city did so small a business 
that few journeymen were in demand, and that apprentices were suf- 
ficient. By the end of the period the work of the artisans had grown, 
so that from 1790 on journeymen were employed in increasing num- 
bers. It is known, for instance, that Duncan Phyfe had at one time 
one hundred journeymen cabinet-workers in his New York shop, and 
journeymen societies among printers, shoemakers, and others were 
active in New York and Philadelphia in the 1790’s. In the early 1800’s 
there were numerous journeymen societies, a number of which were 
prosecuted as conspiracies from 1806 to 1840. 

A free laboring class grew up in the cities alongside the older classifi- 
cations. Some of these must have been journeymen, but Mr. McKee 
regards them chiefly as unskilled workers who tended to supplant 
slaves and indentured servants because they were cheaper. 

Mr. McKee finds no conclusive evidence that English convicts were 
sent to New York as indentured servants, but he admits that prisoners 
may have been misrepresented as voluntary redemptioners. He takes 
issue with Professor M. W. Jernegan’s Laboring and Dependent Classes 
in Colonial America on this point. 

The story of the Negro plot of 1741 is told again and the terrible 
punishments and hysteria surrounding the hunts and trials are com- 
pared unfavorably with the Salem witchcraft hysteria of 1692. 
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Mr. McKee’s conclusions are somewhat confused by his seeming 
impression that the guild system was still an important factor in Eng- 
lish industry in the Colonial period. He believes that the absence of 
guilds in New York explains the relaxation of strict legal regulation of 
free laborers and apprentices. But guild regulation was of little im- 
portance in England in the seventeenth and eighteenth centuries, 
while apprentice practices had more of tradition and need to support 
them than either guild or national regulation. 

NorMAN J. WARE 
Wesleyan University 


The Development of Capitalistic Enterprise in India. By DANIEL 
Houston BucHANAN. New York: Macmillan Co., 1934. Pp. ix+ 
497- $5.00. 

Professor Buchanan’s book is based on such understanding of the 
Orient as can be gained during a dozen years’ residence in Asia, on a 
careful examination of Indian official reports, a wide reading of his- 
torical and controversial works, and fifteen months of observation and 
interviewing in India. This preparation was not thorough enough to 
permit the production of an original or penetrating piece of work, and 
those who already know the Indian story will find here little that is 
new; but for the rest of us the book is very valuable. It is a lucid and 
well-arranged survey of most aspects of Indian economic development 
during the last hundred and fifty years. It begins with a brief account 
of the country’s resources and its indigenous economy and culture. It 
then describes the development, largely by Europeans, of plantation 
production, examines the progress of industrialization and “railroadi- 
fication,’ studies the labor problem at length, and concludes with a 
chapter on “The British in India.” Some of its chapters will make good 
parallel reading assignments to students of occidental economic his- 
tory, and throw light on such topics as rural self-sufficiency, household 
industry, the nature of merchant capitalism, and the influence of rail- 
roads. The author’s knowledge of Japan helps him to make provoca- 
tive comparisons of the development and policies of Japan and India, 
while his American detachment permits him to reach conclusions on 
Anglo-Indian relations that will anger Mr. Winston Churchill and Mr. 
Oswald Garrison Villard in equal measure. 

The title of the book is, perhaps, a little misleading, or rather one 
should say that “capitalistic enterprise” is too narrowly interpreted. 
Of the 480 pages of text, 150 are devoted to the rise of cotton and jute 
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factories, coal mines, and iron or steel plants; 160 pages are given to the 
discussion of labor supply, wages, efficiency, the standard of living, and 
the labor movement. Thus two-thirds of the book deals with the rise of 
the “factory system” and the conditions of factory labor. Yet these 
two items loom small in the economic development of modern India 
and in capitalistic enterprise in the country. Less than 1 per cent of 
the population works under factory organization (p. 316), and the total 
capital investment in the three chief large-scale industries—cotton, 
jute, and coal—in 1917-18 has been estimated at only 50 cents per 
head of the population. Time after time we are told that “the changes 
which India has experienced are much better described as a commercial 
than an industrial revolution” (p. 130). They were caused chiefly by 
the “new railway system which revolutionized the economic life of 
India” (p. 181), and by the consequent development of inland and 
foreign commerce. Farmers began to produce specialized crops, chiefly 
for export, and exchanged them for factory-made goods, chiefly from 
England. The part played by capitalist enterprise in developing the 
production of some of these exportable staples, especially tea, indigo, 
coffee, and rubber, is well described, but the enterprise that went into 
railways and commerce is very scantily treated. “Capitalistic enter- 
prise” is not solely industrial; it is not a synonym for the factory 
system. 

The account of the rise and organization of the cotton, jute, coal, 
and iron industries is full of interesting observations, while the discus- 
sion of labor conditions is refreshingly judicious and calm. But at 
many points the author is apt to mention complaints, without stopping 
to investigate them or pass a judgment. He also makes one or two 
minor slips. The Suez Canal was opened in 1869, not 1868 (p. 178). I 
doubt if it cut the journey from India to England by two months (p. 
178), except for very slow vessels. And I also doubt if the Turks “cut 
off”’ European contact with the Orient so completely as to provoke “a 
frantic competition to discover another route” (p. 26). 

HERBERT HEATON 
University of Minnesota 


The Caracas Company, 1728-1784: A Study in the History of Spanish 
Monopolistic Trade. By ROLAND Dennis Hussey. (“Harvard His- 
torical Studies,” Vol. XXIV.) Cambridge: Harvard University 
Press, 1934. Pp. xii+358. $4.00. 

Two types of writers have hitherto enlarged upon West Indian trade 
in the age of the Caracas Company—those who spoke in general (and 
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usually uninformed) terms of the rigid exclusions and restrictions of 
Spanish mercantilism, and those who approached the cauldron of the 
Caribbean with the common source and inspiration of Coxe’s Life and 
Administration of Sir Robert Walpole in their background. The former 
group knew of the Caracas Company as a departure from the old fleet 
system, but knew scarcely anything of its import or history. The 
latter, for want of information like that Professor Hussey gives us, have 
repeated each other mercilessly. At last we can see from the Spaniards’ 
own documents what formerly we could only guess—the impact of 
state monopoly and smuggling upon the creole, upon Spanish official- 
dom, and upon Spanish political enonomy. Such stories as that of the 
Andresote rebellion show how rigid enforcement of trade law meant 
suffering and render intelligible English sponsorship of Spanish- 
American revolution as early as 1739, for the ready response of prices 
to effective regulation subjected the people to economic stress they 
could not be expected to bear. Here at last we have proof to support 
Rojas’ thesis that the Venezuelans began to think of revolt in the 
middle of the eighteenth century—at least as early as the intellectuals 
took to the new philosophy. Professor Hussey’s discussion of the rise 
of the chocolate industry was also one of the illuminating and original 
high spots of the book. 

It should be beneath the dignity and prohibited by the charity of a 
reviewer to mention accents, especially of an English text in which the 
author has used remote Spanish documents. One wonders, however, if 
Professor Hussey’s abandonment of them in his text has not involved 
him in more difficulties than it has solved. In the notes, in the titles, 
and in the bibliography the question does not seem to have been de- 
cided at all, for accents are sometimes used and sometimes not. In 
some cases the procedure has resulted in serious mistakes, as when 
the author writes the name of one of his principal authorities Antufiez 
y Acevedo instead of Anttinez y Acevedo. The author or the Harvard 
University Press, universally acclaimed for its high editorial standards, 
should have given the reader a more useful and presentable bibliog- 
raphy. A specialist would be necessary to transcribe the titles, which 
are given with no indentations of any kind. Many titles are rendered 
with varying degrees of exactitude—for example, Professor Priestley’s 
José de Gélvez, Visitor-General of New Spain, 1765-1771, is rendered 
Joseph de Gélvez, Visitador General de Nueva Espafta, 1765-1771, al- 
though the work is not in Spanish, while Ger6nimo de Uztariz’ Theérica 
y practica ....is given as Gerénimo de Uztariz, Theorta y practica 

. , aS well as in several other forms. Another surprising sample of 
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the printing job is the appearance of the title of chapter vi at the top 
of several pages of chapter vii. The apparent translation of libre 
comercio as “free trade” implies that colonial Spanish America enjoyed 
unrestricted foreign commercial intercourse, whereas “freedom of inter- 
colonial trade,” which the author obviously had in mind, or perhaps 
“freedom of navigation,” would have been a more proper rendition of 
the title of chapter vii. It appears to a layman in economics that other 
terms which have specialized meanings have been used in their lay 
sense. A little more attention to such institutions as the South Sea 
Company and related international subjects, a little more thorough 
orientation in Spanish politico-economic theory, would have made the 
scope broader and the progression and significance of the book clearer. 
Already the best book on Caribbean trade in the eighteenth century, 
these additions to the treatment would have made it permanently the 
definitive treatise on the much abused, neglected, and, at least until 
now, unsettled subject of Caribbean trade in that famous century of 
economic readjustment. 

The Caracas Company is basically a good book, is an exhaustive 
piece of research, and bridges a wide gap in Spanish colonial trade his- 
tory. 

Joun TATE LANNING 
Duke University 


Labor in Modern Industrial Society. By NORMAN J. WARE. Boston: 

D. C. Heath & Co., 1935. Pp. vii+561. $3.48. 

This is Ware’s third volume in the field of labor. It follows The 
Industrial Worker, 1840-1860, published in 1924, and The Labor 
Movement in the United States, 1860-1895, published in 1929. After a 
discussion of labor economics in general, the present volume sum- 
marizes the preceding two, and then turns to a discussion of certain 
standing problems, not in historical sequence, but along certain well- 
defined channels worn deep by the weight and persistence of these 
problems, such as the class conflict, class collaboration, labor and the 
courts, jurisdictional disputes, company unions, social legislation. The 
discussion is not in terms of abstractions, but in terms of actual events. 
Thus, the discussion of the class-conflict revolves around the Western 
Federation of Miners and the I.W.W., class collaboration around the 
United Mine Workers under Mitchell, and certain standing differences 
between capital and labor around section 7@ of the National Industrial 
Recovery Act. 
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The treatment is candid throughout. In fact, Ware states in his 
Preface that “this book is written from the standpoint of labor,” al- 
though on specific issues he later on recognizes the paramount posi- 
tion of the public, “for in the last analysis the government is not pri- 
marily interested in employers or employees but in the citizen and his 
contentment” (p. 546). He takes definite positions on certain issues, 
as, for instance, that depressions are due to the disproportionate dis- 
tribution of income between property and labor as buying power, in 
the way of arguing for a more equitable distribution of income (pp. 
541-43). He assumes that the capitalist system has enhanced the posi- 
tion of labor as consumer but not as producer in the way of explaining 
the reduced status of labor under the capitalist system compared with 
earlier systems, and in the way of arguing for “the reduction of 
capitalist power and its balancing by collective assertion of labor and 
other interests” (p. 56). He thinks that the broken ranks of labor are 
due to the repeated incursions of immigrants, who on account of their 
differences in language, religion, standards of living, etc., have been 
unable to take a common ground on matters affecting their livelihood. 
On the latter point, it might be said, that in the recent lumber strike 
the relatively homogeneous workers split in three ways: those who 
worked in mills located in large unionized cities followed the lead of 
the carpenters; those who worked in mills located in fairly good-sized 
but unorganized lumber towns started a rank-and-file movement in 
opposition to the carpenters; and those who worked in mills located 
in out-of-the-way places remained inert or rallied around the company 
union operating in the industry. 

In the historical section Ware is equally incisive. Certain excep- 
tions can be taken to certain shades of emphasis in some of his con- 
clusions. For instance, he creates the impression that the early trade- 
unionism in the first third of the last century was an uprising of old- 
fashioned journeymen, who, on account of a shortage of labor, had the 
upper hand against old-fashioned master-craftsmen (p. 150). A better 
explanation would be that the merchant was rapidly gaining control of 
the market, and, because of that control, was in a position to beat down 
the masters in the prices of their goods; the masters turned upon the 
journeymen, and the journeymen struck back. If it was not a technical 
change in production, it was a technical change in the market that gave 
rise to that early trade-unionism that culminated in the thirties. Ware 
recognizes the position of the merchant in the thirties (p. 168), but he 
refers to him in terms of “the growing power of capitalism,”’ etc., some- 
how combined with a “displacement of the master workman.” 
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Ware thinks that the difference between Lassalle and Marx on 
politics and trade-unionism in the early beginnings of organized social- 
ism “is nonsense” (p. 230, n. 1). The facts are that Lassalle, and later 
Schweitzer, had much more to gain from politics than from trade- 
unionism, and that Bebel, a turner by trade, had become a Marxian 
disciple in Germany through Liebknecht, who previously had spent 
twelve years in England and had learned all about the new unionism 
in England. To be sure, a race ensued between the Lassalle faction and 
the Marx faction in an attempt to win the German worker, but the 
difference in point of emphasis remained even after the two factions 
combined. What generally has been read between the lines has been 
more than confirmed by subsequent findings (see Franz Mehring, Karl 
Marx: Geschichte seines Lebens (Leipzig, 1933], pp. 608-9). 

Altogether the volume is something of a cross between a treatise and 
a textbook, and as a textbook it has the advantage of being firmly 
rooted on a historical foundation as well as the advantage of being 
written by a person who knows enough about his subject to penetrate 


into its deeper recesses. 
E. B. MITTELMAN 


University of Oregon 


Work and Wealth in a Modern Port: An Economic Survey of Southamp- 
ton. By P. Forp. London: George Allen and Unwin, Ltd., 1934. 
(New York: Peter Smith, 347 Fifth Ave.) Pp. 223. $3.00. 

This economic survey of Southampton is well named, for it is pre- 
eminently a study of a port. Even more directly and more obviously 
than is the case with most things British, work and wealth in South- 
ampton were born of the sea and feed upon the sea. Seamen, ship 
repairers, and dockers comprise the great bulk of its working popula- 
tion, and its wealth has always come primarily from its docks and its 
manifold services to shipping—sailing vessels, yachts, freighters, or 
luxury liners. 

In view of these facts it is peculiarly significant to note that the 
great source of its prosperity, the waterfront (or “the foreshore and its 
mudlands’’), has passed entirely into private hands, with absentee con- 
trol and dominantly absentee ownership. In consequence, “the vital 
decisions affecting the town’s economic future are made by non-local 
companies”; and this has been true for almost a century. 

The author, appropriately enough the head of the department of 
economics in University College, Southampton, has swept the town 
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with a small-mesh dragnet, and has embodied his condensed findings 
in a series of chapters entitled “Population,” “Industries,” “The 
Labour Market,” “Income and Poverty,” “Depressed Classes,” 
“Housing,” and “Crime.” His greatest concern is with income, 
poverty, and the labor market, and these three topics comprise more 
than half of the volume. 

Only a few of his most suggestive results can be singled out for brief 
mention here. In spite of relatively low labor costs Southampton is 
not an important industrial center, largely because of its lack of a 
densely populated hinterland market and its distance from domestic 
raw materials. But its seaboard location does give it an advantage in 
certain “weight-losing” processes of manufacture in which bulky im- 
ported raw materials are transformed into light, compact finished 
products, either for export or for domestic consumption. Largely be- 
cause of this scanty industrial development, occupational opportuni- 
ties for working women are comparatively small, and domestic service 
absorbs an unusually large proportion of them. The intensive consider- 
ation of the living and working conditions of seamen and dockers yields 
many illuminating findings, adding something to the extensive litera- 
ture dealing with the latter as well as to the meager material concerned 
with the former. The impact of the social services upon these groups 
is treated with especially keen insight and with discriminating atten- 
tion to significant detail. In 1931, 21 per cent of all working-class 
families were living in primary poverty, i.e., on an income below a de- 
fined poverty line varying from 23s. 6d. for a man and wife to 4os. 6d. 
for a man, wife, and five children. Two-thirds of this primary poverty 
was caused by unemployment. Of all working-class families 34 per 
cent were found to be in potential poverty, defined as a condition in 
which the head of the family could not maintain his wife and children 
of school age above the poverty line without supplementary assistance 
from other wage-earners in the family, and 47 per cent of the families 
were receiving social service income in some form. 

In true scholarly fashion the author is at great pains throughout the 
volume to point out the limitations of his resources, methods, and 
results. This is, perhaps, all the more important in this instance be- 
cause the survey is essentially a single-handed performance, instead of 
the co-operative effort which is usually associated with investigations 
of this scope. With amazingly little financial help and with a seemingly 
irreducible minimum of clerical and statistical assistance, the author 
carried on his investigations and analyzed and interpreted his findings 
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throughout the period 1928-34. In consequence the work necessarily 
suffers at times from the lack of completeness of data and of exhaustive- 
ness of treatment. But on the other hand it benefits greatly in terms of 
unity, integration, and consistency, qualities in which our great co- 
operative investigations are often signally lacking. On balance, it 
seems justifiable to say that it gains distinctly through the virtues of its 


defects. 
Etmo P. HoHmMaAn 


Northwestern University 


An Economic Interpretation of the Constitution of the United States. By 
Cuartes A. BEARD. (With new Introduction.) New York: Mac- 
millan Co., 1935. Pp. xxi+330. $2.00. 

There is fortunately at this time no call for an extended review of 
this volume, which is an exact reprint of the one published twenty- 
three years ago. The only addition is an Introduction of thirteen 
pages, in which the author engages in the luxury of a rejoinder to some 
of his critics, explains in some degree his political philosophy, and adds 
a few words of further evidence in support of his main contentions or 
interpretations. Of course, the trouble with the volume, as it originally 
appeared and still stands, is that it leaves the reader, probably even the 
careful and thoughtful reader, with the impression that the Convention 
of 1787 was ruled by economic motives even in the rawest and crudest 
sense; and it helps to strengthen the belief, which one occasionally hears 
in these troubled days, to the effect that the Constitution was the prod- 
uct of something like a conspiracy to fasten the hold of propertied 
interests upon the common man. Mr. Beard himself, however, dis- 
claims any intention of directly implanting such an impression. If 
there was room in the Introduction to this edition for the insertion of 
fuller evidence, for example, that Franklin was a bondholder, was there 
not opportunity to state also the fact that, when the question arose in 
the Convention concerning explicit assurance of the payment of the 
public debt at its face value, objections arose, and that the words 
finally inserted in the Constitution were adopted, evidently intended 
to give an opportunity for composition? The omission of that fact was 
a serious error of the original edition. I recommend the reading of 
Madison’s notes on the debates of August 25. 

The framers of the Constitution feared the excesses of the demos; 
but they feared quite as much the tyrannies likely to be imposed by 
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wealth. If one is looking for the evidences of a belief in the danger of 
controversies between the have-nots and the haves, one can find them 
without serious difficulty; but do they justify the assertion that “The 
Constitution was essentially an economic document .. . .” (p. 324)? 
Really, the Introduction should have made some mention of such facts 
and arguments as are briefly presented in the second chapter of Charles 
Warren’s The Making of the Constitution. The elaborate system of 
checks and balances was begotten by a desire to prevent any faction, 
either the poor or the rich, from encroaching on the liberties of the rest. 

The author has no time for the consideration of sectional antipa- 
thies or mistrust. But surely those feelings must be taken into account 
in any non-partisan attempt to evaluate the Convention’s work. 
Everybody knows that the really bitter controversy was between the 
large- and small-state parties. Any attempt to attribute that contro- 
versy to the difference in economic interests alone, if at all, appears to 
be quite unsuccessful. That controversy was based in large measure 
on state pride, state patriotism, state jealousies, and state dislike of a 
nationalism which would devour the state. The inhabitants of the 
states now have a feeling of loyalty to their respective states; it was 
much stronger a hundred and fifty years ago. 

The opposition to the Constitution in the ratifying conventions was 
very largely directed against the extent of governmental power pro- 
vided for, and not against the system of checks and balances which is 
now not uncommonly held up as evidence of the framers’ intention to 
protect propertied interests and to prevent popular action. What these 
opponents feared was the submersion of the states and a tyrannical 
government. There were, of course, economic influences and an- 
tagonisms, as Professor Beard amply shows; but the reviewer is of the 
belief that, when the whole field is viewed, the fear of danger to 
human liberty chiefly influenced the opponents to adoption. We are 
likely to forget the elementary fact that, if the popular desire now is 
for a government that can and will do things, the popular demand one 
hundred and fifty years ago was for a government that could not. 
The first ten amendments to the Constitution represent fairly well the 
main criticisms put forth by the opposition. If judicial review of con- 
gressional acts was obnoxious to the opponents of the Constitution, the 
present writer knows no evidence of the fact. 

In conclusion, it may be said that historians are likely to hesitate 
about accepting the economic interpretation of history. The adjective 
indicates a presupposition, and not a product of research. And as for 
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economic determinism, which seems to underlie the phrase “economic 
interpretation,” the historian, we may presume, is bound by his own 
philosophy to accept determinism (in the proper sense—the principle 
that what happens is determined by antecedent causes, and therefore 
does not just happen); but why one should accept economic, and cast 
aside all other, causes of social change has never been made clear. Are 
we to have, as segregated treatments, racial interpretation, religious 
interpretation, etc.? If economists believe that economic forces have 
not been sufficiently taken into account in the writing of history, they 
are undoubtedly correct; but there has been a distinct tendency in the 
other direction in recent decades. Probably, if the historian can be 
coaxed into a generalization, he will be likely to say that every move- 
ment of great consequence was the result of many influences, and that 
a balanced presentation must involve recognition of that fact. 


A. C. McLAuUGHLIN 
University of Chicago 


The Scandinavian Unemployment Relief Program. By C. J. RATZLAFF. 
Philadelphia: University of Pennsylvania Press, 1934. Pp. xix+ 
211. $2.00. 

The Scandinavian democracies of Sweden, Norway, and Denmark 
offer a particularly rewarding field for the study of methods for dealing 
with unemployment. They were the first countries to recognize un- 
employment as a governmental problem of national scale, and they 
have gone further than most in working out programs in which plan- 
ning for unemployment is part of a permanent, long-run policy. Ameri- 
can students have long been aware of the value of this experience, but 
it has generally been inaccessible because of the difficulties imposed by 
language. In this little book Professor Ratzlaff has not only bridged for 
us the barriers of language but in two hundred compactly written pages 
has given a clear conception of the character and results of the Scandi- 
navian experiments. 

The three countries differ quite definitely in their attack upon un- 
employment. Denmark fosters unemployment insurance, Sweden puts 
her faith in public works, none has dispensed with cash relief; but, tak- 
en together, they furnish a unit in which the operation of the threefold 
program of insurance, public employment, and doles may be critically 
studied. Perhaps the most outstanding fact from the wide range of ex- 
perience here presented is that systems which have combined contrac- 
tual benefits, subsidies to private enterprises, and public relief works 
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have proved to be too inflexible and inadequate to meet fully the needs 
of unemployed workers during periods of deep depression. Since 1930 
cash relief in each of the countries has exceeded in amount any other 
kind of relief. This is a pertinent lesson to those in this country who 
would neglect the prosaic task of reforming the poor laws in their en- 
thusiasm for more popular schemes of unemployment compensation. 
The most interesting sections of the book deal with the Swedish 
schemes for providing employment through public works and sub- 
sidies to private industry. The record is creditable, especially as re- 
gards unskilled workers, and there is no evidence to support the charge 
that relief employment inevitably produces demoralization among the 
workers. But the problems which are involved in unemployment relief 
cannot be said to have been fully solved. There is still recourse to cash 
relief on a large scale during periods of abnormal unemployment, and 
even under the most favorable circumstances the program has failed to 
provide the variety of work necessary to meet the diversified, indus- 
trial skills of the unemployed population. From the theoretical point 
of view, the policy of paying wages at trade-union rates, which, under 
pressure from the labor movement has been adopted for large projects, 
raises baffling questions. If lower wages are paid, the standard of liv- 
ing of the workers is threatened; if going rates are insisted upon, the re- 
adjustments between costs and prices, essential to recovery, are retard- 
ed. Perhaps the only practical, political solution is one of compromise. 
Professor Ratzlaff, without wasting words, has presented a substan- 
tial and integrated picture of unemployment relief in Scandinavia. It 
cannot but arouse interest in other aspects of social planning in these 
countries. Certainly many readers will share the reviewer’s feeling of 
desolation when confronted with the bibliography. Practically all the 
documents are available only in the Scandinavian languages. Will not 
someone, perhaps Professor Ratzlaff himself, unlock these resources 
and present the English-reading public with a comprehensive study of 
recent socio-political developments in these well-ordered democracies? 
HELEN FISHER HOHMAN 
Evanston, Illinois 


The Foreign Debt of the Argentine Republic. By HAROLD Epwin PETERS. 
Johns Hopkins University Studies in Historical and Political Science. 
Extra Volumes, New Series, No. 21. Baltimore: The Johns Hopkins 
Press, 1934. Pp. ix+186. $2.00. 

The author surveys the whole course of Argentina’s external borrow- 
ings, but devotes to the developments since 1914, in which he is 
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primarily interested, more than two-thirds of his space. The sketch of 
the Republic’s foreign-debt history prior to the World War, though 
concise, is useful, and a careful account is given of the terms of the 
principal loans, both national and provincial, of the circumstances 
under which they were negotiated, and of the purposes for which the 
proceeds were intended though not always used. 

In dealing with the later period Dr. Peters broadens the scope of his 
study to include an examination of the entire process of public financ- 
ing, while he also discusses production, trade, and the monetary and 
banking system to the extent necessary to make the debt policy com- 
prehensible. During this period budgetary deficits have occurred as 
regularly as they did before the crisis and default of the nineties, the 
gap being filled through the war years by short-term credits, and sub- 
sequently by consolidating loans obtained in the United States. Less 
than 40 per cent of the post-war borrowing has been for productive 
purposes. This unsatisfactory financial record Dr. Peters attributes 
principally to the inelasticity of the tax system and to the lack of any 
centralized control over expenditures, defects with which, in the 
months since the book was completed, the national government has 
been boldly wrestling. 

Two minor errors may be pointed out. It is a disequilibrium in the 
balance of payments, and not in the balance of trade as the author 


carelessly states and repeats (p. 168), which, under a gold standard, 
tends to set in motion the adjusting mechanism of a specie flow and 
price changes, while it is hardly correct to describe as “largely in- 
formatory” (p. 148, n. 77) the functions of the Corporation of Foreign 
Bondholders (London), in view of the activities of that institution in 
negotiating the settlement of a host of debt defaults. 

Witi1aM H. Wynne 


Yale School of Law and the University of Michigan 


Valorisationen: Eine Studie tiber ihre Methoden und Wirkungen. By 
Kurt LANGHAEUSER. Hamburg: Hans Christians, 1935. Pp. 296. 
RM. 4.80. 

In this book the author has undertaken a systematic theoretical 
analysis of all types of valorization methods and their effects. He con- 
siders not only methods which have actually been tried, but also those 
which might theoretically be used. While the book is primarily a theo- 
retical treatise, historical examples are analyzed in detail. 
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Valorization methods are defined (p. 18) as 


such measures as are carried out by a majority of (juristic) persons for the 
purpose of causing actually, or in tendency, a rise in the world-market price 
of a certain world-market commodity, by such means as do not depend on a 
change in the quality or any other characteristic of the commodity which 
could influence its desirability; in connection with which it should be noted 
that whether the status of those undertaking measures of this kind is govern- 
mental or private is irrelevant. 


The author points out that valorization is practically confined to raw 
materials. He also states that the distinction between valorization and 
monopoly price control is that the former concerns only world-market 
commodities. 

Though such a concept of valorization gives the study wide scope, 
it does not provide a very sharp theoretical differentiation of valoriza- 
tion from price controls of private or governmental monopolies of the 
usual kind, and leads to the inclusion of cases which can scarcely be 
considered true examples of valorization. In the opinion of the reviewer 
the use of the term “valorization,” from the theoretical point of view, 
might properly be confined to temporary governmental measures de- 
signed to raise the price of a privately produced raw material into 
closer approximation of its estimated long-run equilibrating price. In 
practice, of course, the abandonment of this limited objective in favor 
of attempts to secure high monopoly prices has been a frequent cause 
of the failures and abuses of many so-called valorizations. 

The book falls into two main divisions. The first division deals with 
direct influencing of prices, and the second with indirect influencing of 
prices through influencing production or world-market supply. In both 
divisions valorization methods are analyzed from the point of view of 
whether they are undertaken by governmental, private, or semi-gov- 
ernmental agencies. The author reaches the conclusion that although 
in a few cases valorization has been successful, in the vast majority of 
cases it is detrimental to the economic interests of both producers and 
consumers. 

Though the theoretical analysis of the book is of some merit, and it 
is useful as a survey of much of the literature of the field, it can hardly 
be considered a definitive study of valorization. It should be noted 
that the material surveyed does not extend past the middle of 1932. 


GEorGE F. LUTHRINGER 
Princeton University 
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Ungarisches Wirtschafts-Jahrbuch, 10. Jahrbuch. Edited by Gustav 
Gratz and Gustav Boxor, Budapest: R. Gergely, 1934. Pp. 423. 
This is the tenth consecutive annual volume which gives a fairly 

good statistical and descriptive picture of Hungarian economic condi- 

tions, comparable to Mortara’s Italian yearbook. Over the publica- 
tions of business cycle institutions and official statistical yearbooks this 
kind of survey has the advantage of comparative shortness and a more 
elaborate text, as against mere tabulations. The present volume con- 
sists of some thirty elaborate and well-documented articles by almost 
as many collaborators, most of whom are high officials of the govern- 
ment, or of quasi-public institutions. This gives the volume a defi- 
nitely official “atmosphere,” and is responsible for some monotony of 
presentation. No economic or social analysis is attempted, to speak of, 
beyond the statement of the official point of view, and all problems un- 
der official embargo, such as the labor issue in agriculture, are evaded. 
Nevertheless, a very useful function is performed by the volume for 
any student of central European economic and social problems, and 
an English edition would prove a very useful tool for those who are not 
in command of either Hungarian or German. 
MELCHIOR PALYI 
University of Chicago 
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